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Council of Europe Concerned Aboot Drug Trade 


East-West Cooperation Urged 
LDOQOS 140491 London PRESS ASSOCIATIO‘.. 
in Enelish 1249 GMT 9 May 91 


[Report by Peter Archer, home affairs correspondent] 


[Text] Eastern European states were urged today by 
Home Office Minister John Patten to jycin the West in a 
seven-point plan to combat drug misuse. The emerging 
democracies of Eastern and Central Europe should take 
action now to stem the increasing flow of heroin along 
the so-called Balkan rout¢, he told the first pan-European 
ministerial conference on drugs in Oslo. He called for the 
creation of a European Drugs Intelligence Unit, which is 
currently under consideration and 1s likely to be mod- 
elled on the UK's National Drugs Intelligence Unit 


Mr. Patten proposed a strategy to 


—ensure closer co-operation between government agen- 
cies, 


—<cenabie full collaboration between police and customs 
investigators. 


—¢establish a European Drugs Intelligence Unit. 


—siep up law enforcement against traffickers using the 
Balkan route from Asia via Turkey and Eastern Euro- 
pean countries. 


—<deny drug barons essential precursor chemicals used 
to produce amphetamines and other drugs. 


—board suspect ships in international waters 


—reduce demand for drugs by exchanging expertise in 
prevention, treatment and rehabilitation 


He said “Drug Abuse and trafficking are among the 
worst criminal and social scourges of our time. Con- 
certed action 1s needed, particularly to help the newly 
emerging democracies of Central and Eastern Europe 
not only to stop their countnes being used as an casy 
route to the wider West, but also to take action now 
before they get a serious drug problem themselves 
Western Europe has a quarter of a century of exper- 
ences, successes and failures to offer them.” 


Baltic Cooperation Proposed 
LDO905 201391 Helsinki Domestic Service in Finnish 
1500 GMT 9 May 9/ 


[Excerpts] Finland proposes stepping up cooperation 
between Baltic countries in the fight against drugs. The 
matter came up during the current conference of the 
Council of Europe in Oslo, where participants are dis- 
cussing increased international cooperation in this field 
Ministers responsible for drug matters from 32 West and 
East European countries are attending the conference 
Ulla-Maria Johansen reports from Oslo 
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[Begin recording) [Johansen] [passage omitted] In Fin- 
land. too, the drug trade 1s gro’ ang and we are faced with 
new challenges. says Eeva Kuuskosk:, minister of social 
affairs and heaiih 


[Kuuskosk:] In Finland we cannot really speak about a 
rapid increase, but in Finland. too. we must be well 
prepared for the fact that the international opening of 
borders brings disadvantages, and the drug trade 1s one 
of them 


[Johansen] Have there been clear signs of more drugs in 
the Finnish market” 


[Kuuskoski] As far a | know there are signs that the 
trade has grown. In the Baltic region. one can say. there 
are new features. | would not, however. speak of a 
dramatic increase but of the obligation to prepare for a 
situation in which we may face very difficult problems 
[passage omitted] 


[Johansen] In European cooperation it 1s now a question 
of common policy of action, legislation. and intensified 
cooperation between the authoritees against organized 
drugs crime. On the part of northern Europe. Finland 
has made a so-called Baltic proposal during the confer- 
ence to step up cooperation between the authorities of all 
the countnes of the Baltrcs—that 1s. the Nordic coun- 
tres, the Soviet Union, Poland. and Germany. In order 
to achieve intensified cooperation against drugs between 
all the coastal states of the Baltics, Finland proposes the 
convening of a special Baltic conference and offers to 
host it. [end recording] 


CSFR's Havel Honored With Charlemagne Prize 


LDO9OS 122391 Hambure DPA in German 1018 GMT 
¥Y Vay 9! 


[Text] Aachen (DPA}—CSFR President Vaclav Havel 
was awarded this year's International Charlemagne Prize 
in Aachen today. The 54-year-old civil nghts campaigner 
and dramatist received the prize as a “symbol of under- 
standing in Europe” and in acknowledgement of his 
commitment to peace and freedom in his country and in 
Europe. After the Hungarian foreign minister and last 
year's winner, Gyula Horn. Havel. who comes from 
Prague. 1s the second East European to be awarded the 
prize in its 4)-vear history 


In his encomimum in the historic coronation hall of 
Aachen City Hall, French President Francois Mitterrand 
acknowledged Havel as a “man of courage and truth” 
who had conducted “an exemplary struggi for the 
dignity of man” both in word and in deed. Mitterrand. 
who was given the Charlemagne Prize in 1988, recalled 
the years that the unwavering critic of the dictatonal 
Czechoslovak regime ad to spend in prison before 
becoming the witness to and participant in the veivet 
revolution in his country and finally being unanimously 
elected the democratically legitimate head of state of the 
CSFR in December 1989. Havel had set a cxample of 
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morals and personal responsibility on the path toward 
the political unification of Europe 


In front of the 1,200 invited guests, including heads of 
state. heads of government, and European royalty. Havel 
gave thanks for ‘he “great honor and even greater 
obligation” which was linked with acceptance into the 
ranks of those who had been awarded the ( hariemagne 
Prize. He wished to use all his power to contribute 
toward “Europe. for the first tame in its dramatic history 
being able to become a strong community of democratx 
nations and free citizens by the end of the century 


Al present Europe 1s capernencing “an historn moment 
without a model.” during which the liberation of hes 
country and the unification of Germany were indivisible 
sides of one and the same com, Have! sand. The president 
urged the mch nations to support the return and profes- 
sion of the post-communist countries of Central and 
Eastern Europe to age-old common valucs. “We will not 
gct by without gencrous aid. comparabic to the former 
Marshall Plan.” Havel emphasized That ard 1s in the 
imicrest of the West itself 


Addresses Prize Ceremony 


1 DOGOS 125891 Prague Domestic Service on € seh 
0940 GMT 9 May 9! 


[Speech by CSFR President Vaclav Havel at the Charie- 
magne Prize ceremony in Aachen, Germany—live] 


[Excerpts] Esteemed Mr Chancellor, Prime Minister 
Mr Mayor. Ladies and Gentlemen: Since its founding 
the Charlemagne Prize, which | am recerving today. has 
been closely linked with the idea of a united Europe 
[passage omitted] 


Thirty-six years ago, when receiving the Charlemagne 
Prize, Winston Churchill said in thes place’ Czechoslo- 
vakia will regain its freedom and Germany will be 
reunited. | am the first of those who won this prize who 
1s $0 fortunate to announce here Winston Churchill 
Czechoslovakia is free and Germany 1s united 
lapplausc] [passage omitted] 


What course of action should we take so that future 
histonans will not blame our generation for wasting an 
unprecedented opportunity that opened up for Europe 
during this generation's lifetume? In my view, all of us 
must extricate ourselves from the captivity of various 
individual interests and habitual stereotypes of thinking 
and to find im ourselves the courage to take quick 
unconventional, and sometimes even risky steps. subor. 
dinating to the largest possible degree individual and 
short-term interests to the common and long-term inter- 
ests. Thies 1s an unprecedented historical event. which 
clearly also requires unprecedented actions. There cxrsts 
no simple and straightforward solution. scheme. mode! 
or instruction 


The process of all-European integration will clearly be a 
very complex game played simultancously at many 
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chessboards. It 1 abowe al! mcoessary to ican on those 
supra-nationa!l structures thai have been cstabinshed m 
Western Europe since the Sccond World War and weich 
have a creditable record Those structures should look 
with more courage for thei new relatvons with countnes 
that have unts! now stood and had to stand outsde them 
while our countres should at the same time do everv- 
thing possible to come closer to those structures 


The Council! of Europe 1s open to us. our countnes are 
gradually becoming its members. We are striving for 
associated membership agreements with the European 
Communities. so far the most integrated European for- 
mation, and we would ly’ -. sooner of later. to become its 
full members 


( oncerning the security sphere. our countries are cstab- 
lnshing fnendly relatoons with the North Atlantic alhance 
and the West European U non 


In paralic! with post-communist countries associating 
and gctting closer to the carting Western European 
formations, and with the transformation and opening of 
these formations to our countries, we have to jointly 
look for fundamentally new integration possibilities 
including in those environments where we all, or almost 
all of us. have been from the very beginning The 
Helsinki process 1s the maim such environment. | think 
that it a grownd with very good prospects which has 
many prerequisites for berng transformed sooner or later 
imto a firm framework of all-European security and 
cooperation based on a new generation of collective 
agreements 


Besides the intensive and patient activities mm the men- 
toned directions, i 1 necessary to look for and to try 
entirely new things that. from their very beginning 
reflect the radically new situation on our continent, 
correspond to its needs, and strive directly for the sdcals 
of the all-European unity. The idea of European confed- 
eration, as vowed by President Mitterrand. 1s one of the 
ideas in this category. It will be discussed for the first 
time next month on Prague at a special assembly devoted 
to that topx 


l am convinced that wone of those vaned cfforts nocd 
exclude any other. on the contrary. I beleve that those 
efforts must not exclude cach other They must supple- 
ment cach other. No one of us knows as vet in which of 
all those games we have the best chance of success for 
all—that 1s. for the whole Europe. and thus we must pay 
the necessary attention to all of them. the more so 
because every one of them has tts unique and irrepla- 
cable advantages and opportunities and « would be 
short-sighted not to make use of them because of 
focusing on changes contained in any of the others 


In the course of this entire simultancously played com- 
plex game. we must keep two things permanently in our 
mind, I think. First, the civilization interlinking Europe 
with the North American continent. We can hardly 
imagine all-European integration without that Atlantic 
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dimensson—that 1. without some. possibly more loose 
bul more comprehensive participation of the Unined 
States and Canada 


Second: No future European arrangement can be cnvrs- 
aged without European nations of the Soviet Unmon 
which are an inseparable part of Europe. and without the 
imteriinking of that great community of nations into 
which the Soviet U mon rs transforming iseclf today. Its 
path toward freedom. democracy. and a functioning 
coconomy 1%. as wc know. caceptionally complies. That 
however. cannot be a reason for us to stop being 
mirested mm the tate of our eastern newghbor because it 
would be sempler. On the contrary. 1 1s a reason to take 
a special interest in 1. [applause] 4 good development in 
Europe as a whole 1s unthinkable without a good devel- 
opment in that. untsl recently feared. and today at least 
concern-<causing. one-siath of the world After all 
Churchill did say that here 36 years ago 


Europe is a very colorful and heterogencous continent 
all the more so because it was so crucily divided unt! 
recent times. The task of finding the best possible shapx 
of its future unity os therefore m no case casy and 
certainly cannot be umplemented overnight It 1s. how 
ever, the task that turns our work mto our duty. The 
reason why Central and Eastern European countrnes 
clarm their allegiance and pin their hope to this task 1s 
not that. as currently poor and disorganized countnes 
they hope that their mch and prosperous Western Euro- 
pean fnends will resolve all problems on their behalf 
Although we will not be able to get by without a 
broadminded assistance comparable with George Mar- 
shall's Plan—who was. by the way. also a Charlemagne 
Prize winner—such assistance 1s of vital interest even to 


West itself, The main moving force behind our 

s 8. nevertheless, different. By clarming our alle- 

g today to the so called West, we are above al! and 
cheetly clarming our allegiance to a certain civilization 


to a particular political culture. to particular spiritual 
values, and universal principles. and not just to ncher 
neighbors. [applause] At the same time. at issue 15 not the 
civilization, the culture. and the values to which we took 
a sudden liking after the crash of the communist system 
At issue 1s the civilization. the culture. and the valucs we 
recognize as our own, because for many long centuries 
we participated in their creation. It 1s therefore not as if 
we would be fascinated by another world. It 1s a desire to 
embark. after decades of unnatural deviation. onto the 
path that was once our path. too 


[Passage omitted] All Europeans should be grateful to 
Kohl and Mitterrand for their integration efforts 
[applause] 


[Passage omitted] When I read the names of those who 
received the Charlemagne Prize. the names of people like 
Churchill, Adenauer. or Spaak. I am filled with emotion 
at the thought of my being been placed amng them. It 1s 
a great honor for me, and my undertaking 1s greater stil! 
It 1s the undertaking to dedicate all my efforts to our not 
wasting the opportunity which 1s opening up in front of 
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us today—the opportunity that. for the first ume m its 
entire Gramatec history. Europe will become a strong 
community of democratic sates and free citizens. that 0 
will become a comtenent radiating permanently to the 
world a spirit of understanding. tolerance. and cqual 
cooperation Thank you for your attention. [applause] 


France's Mitterrand Comments 
Ll Dovotiaa7yi Par} DP “Al eee Service ivi Pre nn 
1100GMI 9 Wav 9! 


[Text] Francors Mitterrand 1s in Aachen today to present 
the Charlemagne prize This ss a prize intended to 
reward a personality who has done a lot for Europe. The 
winner thes vear rs Vaclav Mavel. presedent of the Czech- 
oslovak Republic. a writer and a former dissident during 
the time of the communist regime This was also an 
opportunity for Francorn Mitterrand to revive hes idea 
for a European confederation 


(Begin Mitterrand recording} It 1s up to us Europeans 
«ho are conscious of belonging to the same civilization 
© take that destemy on hand and to give our continent the 
forms of capressson which t needs. I have put forward 
the dea of a new. | would say complementary. organi- 
zation which should not be a substitute for anything 
dialogue. exchanges. learning again to cooperate on 
projects of all konds. Thes proyect. which we have called 
a European confederation. umply consists of permitting 
an equal dignity and a place to discuss structures or to 
work while warteng to see if the day comes—and I hope 
it does—when the community can cover European needs 
and realities as a whole [end recording} 


Rio Group Representative Meets EC Ministers 


PAROS 1 °OS91 Caracas EL UNIVERSAL im Spanish 
eS Apr Yipp i. i? 


[Text] Luxembourg. 27 April (Venpres)\—The first 
meeting between the Rio Group and the EC concluded 
today after the approval of a document summing up the 
commitments to be assumed by both regions 


Venezucla—speaking for the Rio Group—succeeded in 
gctting the EC to grant Latin American nations greater 
Participation mm scrence and technology programs 


The Luxembourg document sets forth that the EC min- 
isters have stated their willingness to take into consider- 
ation the Rio Group's participation in specific commu- 
nity investigation programs. within the framework of 
accords reached on community procedures on this 
matter 


While participating in the first working session, Venezu- 
clan Foreign Minister Armando Duran made the pro- 
posal for Latin America to have access to certain com- 
munity programs and for these programs to 
communicate their experiences to the region. This would 
be achieved by umplementing progres such as Eurcka 
and ( olombus 
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The Luxembourg documen outlines the areas of coop- 
eration in the following ficids finance and investment 
scrence and technology. education and traming of man- 
agers and cxccutives. regoonal and subregsonal intcgra- 
thon, and environmental! and drug-related issues 


Foreign Minister Duran was accompanied in Luxem- 
bourg by envoys Juho Cesar Gil and Luss Herrera 
Marcano, and the Foreign Trade Institute negotiator 
Aura Ceciha Rengifo 


After the signing of the document. Foreign Minister 
Armando Duran traveled to Kuala Lumpur. Malaysia 
where he will attend the Trotka meeting of ‘he so-~<alied 
Group of 15 and the mauguration of the firs’ Venezucia- 
Malaysia mixed commr<sion meeting, in orcier to estab- 
lish bilateral diplomatic and trade relations 


Seminar Views EC-EFTA Agreement Prospects 
PWU0905 150391 Oslo AFTENPOSTES im Norweman 
"May Yipéd 


[Nols Christian Helle report. “Bildt European Econom 
Arca Is an Illusion” |] 


[Text] Stockholm—A European Economic Space agree- 
ment will never be anything more than a “peripheral 
State” agreement. The Norwegian Government's stance 
that such an agreement will be able to stand alone 1s 
founded on an iilusson, Swedish Moderate ( oaition 
Party leader Car! Biidt sand 


Yesterday Carl Bildt renewed his criticrsm of Prime 
Minister Gro Harlem Brunditland’s and her govern- 
ment'’s attstude to the European Economic Space pro- 
cess—the cooperation agreement between the EC and 
EFTA [European Free Trade Association}—when he 
opened a seminar on “Sweden in the New Europe” in the 
Riksdag building in Stockholm. His views were shared 
by two of the other speakers at the opening of the 
seminar, Swedish Liberal People’s Party leader Bengt 
Westerberg and Danish Foreign Minister Uffe Elle- 
mann-Jensen 


“Many of the problems that cast in the European 
Economic Space talks have to do with the fact that 
everyone imitially saw an European Economic Space 
agreement as an end im itself, and the official EFTA 
stance 1s that it will be able to function like that for those 
For example. the Norwegian 


countnes that wish i 
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Government says that an European Eoonoma Space 
agreement must de able wo stand on its own two fect.” 
Bildt sand, adding 


“I thenk that 1 1s hagh tome that we nd ourselves of thes 
ililusson. There 5 no posubulity of making an European 
Economix Space agreement anything other than a 
peripheral state agreement. and such an agreement is 
only acceptable if « leacs to membership of the EC.” 


Bild: recommended to EFTA that prepare to accept 
the European Economac Space agreement as a temporary 
solutvon. This could lead to the solution of several of the 
difficult problems remaining in the negotiations 


In response to a question from AFTENPOSTEN Bild 
sand that he 1s convinced that “Mrs Brundtland 1s fully 
aware of the illuwon™ on whoch her policy 1s based. but 
thai she 1s unable to do anything about thes 


Hrs coalition partner om the run-up to thes fall's elect ms 
in Sweden, Bengt Westerberg. made « clear that he 
shares Bildt’s view and added that « 1s precisely the 
“reahzation of this slusson that has caused publi 
opimon in Sweden to swing on the EC issuc 


¥ sthout membership we will have no influence.” Wes- 
terberg sand 


LU fle Ellemann-Jensen made ut clear in hes address that 
the alternatives are “influence through membership™ or 
“enforced and passive compliance ~ 


In a world that 1s becomung increasingly international. 
ized. ssolation will mean marginalization. with the loss of 
economuc growth and political influence as a result. This 
will become noticeable to every individual citizen of 
those countnes which opt for such a solution.” the 
Danish foreign minister said 


In the last few days 1 has been possible to note consid- 
crable concern in Sweden over the deadlock im the 
European Economic Space negotiations. Thus at the end 
of last week the Federation of Swedish Industry pro- 
posed that if necessary Sweden should break ranks with 
the other EFTA countries and enter into a bilateral 
agreement with the EC which could solve the problems 
iN a transitional pervod before membership 


loeland has returned to the negotiating table in Brussels 
after its decision a few days ago to boycott the European 
Economic Space negotiations. The Icelandic Govern- 
ment considers that 1 has received support for its views 
on fisheries from both Italy and the French president 








roi>WEL -91-091 


19 Mew 1991 LNITED RINGIOM . 


leractis, Palestinians “Anxious Io Start Talking ncern. “Wel 


: J'é j nd ° SF . J ‘ ' € tT ; *2° r a” + : 
i . 7, is « * 5G * par 
» - . - . > a A ~ " ‘ 
ra : , a Tg as nm) &@ ; ; mi ry ; 
- » ° ‘ ~ ° . ’ 
. : a 2 ’ - 
is . 
~ . > ° > “ " 
’ ‘ : « 24 5 el as bh > is 
~ 1.4.4 +» . o . o~ ~& oat ts " ‘ hem ar > 
" ~ - : » 7. ar é ~—- - - "6 
- , , , 4 ny 
He ! * | 4 . a 
7 : __ 
Tl talkeng fT? *as 2 pene ‘ rT . 
. » 2 : . oY - * . 4 T ans ec 44) or . r 
: 7 _ - : - 
. he AS 4a " é : iTZ J uNMG : 
. ; ‘ . . | r - : . 26 " ~ 
7 7 - : - 
- ¥ . ~ «= r > . - 
C * Brita 4 F z 
: . 
ba ‘ ‘ ‘ _ ie ‘ o ; - ° 
ta be | P ¢ 7 ma "hs : : : ~ . : 
- a - a - a ©. © > : 
* 7 . 7 . : 4 dd 
- - - : = - 
: . . 
a Aua 2 " on a o " " Aure Au \ 4 _ 
> . J , 
> _ cr ~ . a - - : - A , ™ D ‘T Rr air a . 
- - . 
- ° - : : - > - 
, : : . ; " : ‘ " : ning rearc me POuUNC 
. - ga ar . ng - ° rm, “2 -- 
“er - > ” 
. a = 
— . wut & a " ta f« > _ F 
Hurd Demands Release of Hostages in Middle East er yy ie ay 
. » 7 J 2 - 
"  s " “a > . as ‘us 7 - - 
‘7 ‘7 
Ts - - . 
. ad 4 , 
+ -~ : + > 
+ 7 bas d 4 ; 4 : 
~ ap “~;¢ al rane ~~ <4 
| \ : » ’ " ; 4 > \{ sr“ Me Then | ee > 
. » - 
: : > > ° > : _ . . r - 
‘ ; B : Midd : MCcivGinNg Moding 
; ; - > > 6 7" - > - is ° a? 4 ma ° air ng » pr " - . 1 + 
. 
: > 7 “rs ~ Da ’ . thy area :* 2 ’ 4 ™ > “6 
a J“ 2 a no we a , , AD 
7 
N " , ‘ | ‘ 
MI sen ennaneiel thet canneries @ 
' - » ‘ 
4 : " g _ ~~ / : a4 ,* 4 ar as ne yueC arwena uh - “ “ ; rn, ° ¢ 
A . ’ . a ; . - . © ™ 
; + ‘ . ‘ > . Qu . . - . . ’ . : o : A — Ve: " 
* | > . - . i. » ; - ‘ ‘ 
: ; : 2 " irag smiass a tank f ~ ‘ 
" . " > > le is ales : Ts les ; 
aw ; ; 4 Rr - - ar : Frar ’ t ‘ : : a ' 
> . : ‘* ‘> » = : -* - 
- 4 iraq ' vA 7 . : : . - va _ : co or a : > ippmer é 
, r ’ - , ; t ’ . a* a 4% ’ ’ 
» 4 Tb ths we ~ # » * ~ ; ~. 
. . ‘ 
le os * smother th om ! coma : Spanish Prime Minister on Gibraltar, FC lecues 
| mat ¥ tha 6 . r _ Dp é 4 » Vu . i] oa 
~ if ' Vo - 
7 
+4 ‘4 : ts. . ar mre ° ; - : buat - © 
sanctions while Saddam Husayn's blood pers n of Text} Felipe Gonzalez dors not r m 
minorities continues Indeed ifficult to wmag | taking the sue of Corbraitar along other p 
: : © 
ys Na tary Huss - g —— - fulf ’ S sees wh bh he a d wet spe ‘ ‘ - P 7 P 
:. " 
~ “~< : : ‘ an > \. ; + ‘o- : . dispute “with th | “it : h nea o~ _ 
sar ns. UT ince sg nAment « nadie irag to ™ present situation of deadlock Hrs first off 
. eke: : ‘> ow if ; “2 - | ~ ~ -* ” - uded th % - ~ . a : i» 


British authorities as regarcs th ~ x yt ? 


to Siep up the pressure for their ft ase. Thr Britons magination by the United Kingdom 1 ’ 
Terry Wate, John McCarthy and Jack Mann remain as Gibraltor disput 
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as inhat or! » Britons lan Richter and Douglas Brand Today at the ores afleres a > , 
‘ , oon irag. were at the forefror f te there was something simula 1) warning with 











the futwre 25 regards taking the matter along other 
politcal cowrses. Wana Jesus Chao reports 


[Begin recording] [Jesus Chao] The problem of Gibraltar 
a sturmbling block for relations between Spain and 
Coreat Brvtaen, whech cannot be dened, Felipe Gonzalez 
admitted thers morning ft ss clear something ss hap- 
pening. the prime munister sand. when after nine years at 
the head of the Spanish Government this 1s hes first 
Ticual wrest om that capacity to the United Kingdom 
Thes situtvon, however, 1s not gorng to Mean any aggres- 
wve attteude, Gonzalez said 


\Gonzaicz] In any event | will not marntain an attrtude of 
agercessveness. | beleve that 1 1s a bad cxpressson from 
the viewport of political relations. of bilateral relations 
with Great Britam. and relations with the cotuzens of 
Crbraitar. If the sstuation contenucs to be blocked. obv:- 
ously we well have to take other political courses. other 
paths 


Jesus Chao] Cubraitar has been more prominent than 
was cupected during this visit. In fact, last night after the 
ffoal donner Gonzalez and Major devoted almost 45 
minutes to discussing the subpect in depth. a subject 
#toch does not prevent correct bilateral relations. as has 
been confirmed. As EC partners, however, the construc- 
ton of Europe and the development of the single market 
were sulpects of particular attention by the two icaders 
The new situation in Central and Eastern Europe has ied 
a reconsideration of relations between the WET 

Western European Union) and NATO. according to 
tatements by Gonzalez. But they are relations which 
will never be able to forget the Atlantic link—a reality 
thes. whech on an cconomuic lieve! has to look at the 
halance between the resources and the capenditure of the 
member countres. [sentence as heard] 


iCsonzaiez| If we want a real economic and monctary 
mon. or if we want new EC policies gradually wnpie- 
mented there have to be resources to carry oul these 
poles. and there has to be a balance between the EC 
mocome and cxpenditure and the relative prosperity of 
the member countnes of the E( 
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(Jesus Chao] In the opmmon of Felope Gonzalez [words 
mdistenct}] agree with Great Britain on specefic EC cab- 
pects, <nd for t*1s reason he seus a postive Gevclopment 
im ms attstuce towarc the process of ecomomn su 
monetary integration [end recerdns 


We stay om the Britesh capital because orime minister 
today had lunch at the Scanwsh Chamber of © ocnmerce 
m London. He did so with a glowing account of (he 
course of Spain's coonomy over the past decade and m 
partecular sence pornmng the EC om 1986. thes latter period 
comcrding with Carlos Soichaga'’s handling of cconomx 
policy. Here 1s a report on thes from Carlos Rocra 


[Begin recording] [Rocra] In hes speect: following the 
lunch held this afternoon at the renovated buslding of *>e 
Spanish Chamber of Commerce m London Prime “or 
wster Felape Gonzalez gave a brief review of the Gev.‘op 
ment of the Spanish cconomy over the past 10 years 4 
im particular since Spain's entry rnto the EC. To « 
audience of representatives of Spanish cuporters on ;! 
Unitec Kingdom and of the main Britssh companies an.! 
financial imstitutions. Felipe Gonzalez ciplamned the 
foundations for the growth of the economy mm the last 10 
years 


4 


(Gonzalez) In the last decade one of the key clethents 
that bas facilitated the mmtroduction of a climate favor- 
able to the development of the Spanish economy has 
undoubtedly been the social agreement which, mn varied 
mstitutvonal forms and covering periods of very dif. 
ferent durations. has carsted since the democratic tran 
sition 


[Riera] These principles. the prime minister continued 
should now be restored with a view to coonomn and 
monciary umon in Europe 


[Gonzalez] On the eve of the creation of economic and 
monetary umon the government would like to restore 
this social dialogue and channel it toward its material- 
ization imto a broad pact of progress that contributes to 
maintaining an economic and social context favorable to 
the contrnuation of the investment process whech is 
capable of generating employment 


[Roera] Felape Gonzalez concluded his speech by mnvitiong 
the Britesh and Spanish members of the Chamber of 
Commerce to continue their efforts for the creation of 
common wealth the new opportunities which the Euro- 
pean single market wil) offer. [end recording) 
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Censcher Mee’s With Shevardnadze in New York 
LDIGOS0RLI9!1 Hambure DPA in German 0303 G'4T 
Wai vi 


Excerpt) New York (DPA}—At the start of hes three-day 
veset_ to the Unsted States. Foreign Minister Yans- 
Dretrich Genscher met with hes former Soviet counter- 
part. Eduard Shevardnadze, in New York yesterday 


Shevardnadze. who spectacularly resigned from his post 
ast December in protest at the allegedly threatening 
autheriianan development im the Sovect L'nion. is at 
present on a severai-wees lecture tour m the United 
States. He was recerved by US. President George Bush 
m6 May. [passage omitted) 


Censcher Previews Talks With Perez de C wellar 
i Pp905 124491 Berlin ADN on German 1144 GUT 
4 Wa ¥/ 


Text) Bonn (ADN}—According to Foreign Muonsster 
Hans-Dnetrch Genscher, the situation m the Gulf and om 
the Near and Middle East will be the focus of hes talks on 

May with UN Secretary ‘ seneral Perez de Cuellar m 
“New York In an mterveew on Deutschlandsender 
radwo|. broadcast mm Bonn. Genecher stressed that he 
wants the United Nations to take “a greater role im all 
these developrents Now that the East-West conflect 
has been overcome, the L arted Nations should at last Se 
hic to pursuc the actrvetees that its founders mtended 


Above all, Germany wants to comm reelf to the 
peaceful solutien of conflects and the removal of ther 
auses, Grenscher emphasized. In partecular. armung the 
Therd World with Tulvtary capacities that are no 
onger needed in Europe must be prevented. “They do 
not need guns and messes. but above all thongs lke 
hospitals. schools. and tractors m order to combat the 
terrible poverty” the foreagn minister stressed 


Economic Problems With Vugoslavia Resolved 


L DOGS 20609! Belerade TANILG im Emeliok 
“Sa, WTl & Way 9/ 


Tesi] Bern, May 9 (TANJIUG)}—Economec officials of 

y ugosiavia ant Crermany today resolved to mutual sat 
sfactron the prot'em of a number of commercial 

arrangememits arising under contracts signed betecen 

Yugoslavia and the German Democratic Republic om 
190, before German reunification 


The soluteons relate to long-term contracts outstanding 
mn raw maternal delrveres and a number of unfulfilied 
arrangements duc to which, after the closing down of 
numerous firms. Yugoslavia has sustarned conssdcrabic 
sses and which were guaranteed by the government of 
the former GDR 


y gosiay firms put the damage resulting from stopped 
recess at 120 mullon dollar 


_- 
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The Federal Repub 
¥ ugosias furr.« for the Gamage sustained thr ugh the 


unification of the tw (seTman states aod > » them find 


f CGsermanr a 


mew Partners on the Uecrman market 


The Yugoslav delegation to t.- talks was headed by 
Assistant Federal Minister for Foreign Economnoc rela 
tons Ivan Majcen 


CSFR's Pithart, Carnogursky Comment on Talks 
L DOSGOSORI' YS! Prac Fe a¢% 2 if ‘ n \eTweork 
anCceh 1 I0GMUT& Vay 9 


[Excerpts] [passage omitted) Along with the ( recho- 
siovak presides program. prime muenisters of both 
national republics had talks. Petr Prthart and Jan Car 
nogursky met Volker Ruche. CDI [Chrnetuan Demo 
cratrc Union] general secretary 
charrman of the (DL 4 SI 
Group m the German Bundestag. and Johannes Raw 
minister-president of North Rhine-Westphalia 


Alfred Dregeecr 
if hrvet an Qrw, 5 | - -! 


| Begin record ne | l « dentifred rrcse mient HH - 
would vou characterize the mients and topes of 
today s conversation with Mir! hannes Rau minister 
president of North Rhine-Westphaha 


[(Carnogursky. 12 Slovak] It was wery fnendly and ver 
relaxed Secause ali three of ws “ere very much awar f 
the tact that our onversation was taking Place al t Pre 
level of 
took advantage of that opportun:t 


countries without federal supervisson and we 


[Pithart] Mos’ busrnceshike Mr Raw « olann me a vest 
to the Crech Repub n the scoond half of July and 
Gespite the fact that scores of 
Ciaggcration—are Dus) Making sure that we sign that 
whch we have already agreed upon. Mr Raw ws iter 
ested im further specific steps so that the trips will be 
fruitful and businessitke And | do not doum thrs—rt « 
he one of the most frurtful » rents 


uperts—and that isn 


if orrespondent 4! . this art rnown Pres dent 


Vaclav Havel met Chancellor Helmut Kohl The comwer 
sation, whech mostly took place mm private. lasted almost 
9) menutes. The | pc—according | a preiminar©ry 


reports—was the preparation of the new ( zechoslovak 
(serman treaty [passage omitted] During the evening 
the president and his entouwrag mh tor Aachen [tend 
record neg 


Hungary's Goncz Ends Visit. Comments on Fi 


i DOGOS 15319) Budapest D 
"i Hunmear i? in (i,VWi ¥ VW 


[Teat!) Weth toda 8 program (r ~y Arpad Lronce t 
(reermany has ended Crvorgy & wh asked the head of 
Mate about one aspect ike nfluet fiungary + 
future a great dea 

[Begin recording) [Bernat Ko 
that he capected Mungars | mmon Market 
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send German blue berets to the Middle East where they 
might be confronted with the Israelis. I could think of 
positive or negative arguments in connection with 
Namibia; however, I could not think of any arguments in 
connection with Nicaragua. 


I think the United Nations will play a larger role in the 
future. Basically, it is a Social Democratic dream that the 
United Nations should have real authority to settle 
conflicts in the world, and every country should submit 
to its decisions. Then the United Nations would also 
need to have armed forces to carry out UN resolutions, 
comparable to the functions that police have in coun- 
tries. 


I do not think that the FRG can dodge the task if it wants 
to remain a UN member. We have assumed commit- 
ments and must meet them. Possibly the problem of 
multinational functions within Europe will become 
much more important. | favor the idea of conmimon 
security. Common security in Europe cannot mean 
common security without Germany. 


[Richter] Could it be that a security union will be formed 
against the Soviet Union once again? Perestroyka seems 
to have ended. 


[Bahr] No, that 1s not my impression. Gorbachev 1s a 
man whose life is associated with reforms, and he will 
continue to live. However, when he sees the state of his 
country he must rely on those who still have authority 
and are able to stabilize the situation at least to a certain 
extent. 


[Richter] Those who have authority are the conservative 
forces, and they do not like perestroyka. 


[Bahr] They are the Army, the remains of the party, and 
the AGB. The democratic opposition has not yet devel- 
oped a real controlling function. A bridge could be built 
when Gorbachev and Yeltsin agree on a program to 
prevent chaos. That would be a ray of hope. 


I have no doubt at all that Gorbachev will remain a 
reformer and that he will abolish the dictatorship and 
monopoly of the CPSU. 


[Richter] In view of the domestic instability in the Soviet 
Union, we are asking ourselves what will become of the 
nuclear weapons that are deployed everywhere in the 
country. 


[Bahr] I have no doubt that the strategic nuclear weapons 
are under secure control. The tactical nuclear weapons 
are being increasingly placed under secure control; in 
other words, they are gradually being removed from 
insecure regions. 


[Richter] Do you have any details? 


[Bahr] | only know that there is such a process. The only 
worrying thing is what Soviet military officials are saying 
about the reorganization and planning of their country’s 
defense. 
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They lost Germany, the CSSR. Poland, and Mongolia. 
They do not know whether they can still consider the 
Baltics and Soviet Georgia in their plans. 


What is more, they have seen the U.S. conventional 
capabilities in the Gulf and the implications for the 
Soviet Union. Finally, they have had to realize that the 
fantastic goal of the Vienna negotiations, namely a 
balance between East and West, has not been achieved, 
but instead, the existing conventional superiority of the 
East has been replaced by a conventional supenority of 
the West. 


In view of all that, | could imagine that we will expen- 
ence in the Soviet Union the renaissance of the old way 
of thinking along NATO lines, that 1s, that nuclear 
weapons are required to offset the other side's conven- 
tional superiority. That 1s the real new problem and an 
additional reason to urge NATO and the Soviet Union 
not to think of new strategies separately, because the 
result would be two strategies directed against each 
other, and the whole trouble would start again. No, on 
the contrary, both sides must deal with their worres, 
misgivings, and interests jointly. 


[Richter] Crrrently, the West seems to take the Soviet 
Union's security interests more into account than the 
East, given the advances that the former Warsaw Pact 
countries have made to NATO. 


[Bahr] That 1s a temporary phenomenon and will not last 
very long. 


[Richter] What will the European security architecture 
be” 


[Bahr] We will have to develop the CSCE further. 
[Richter] And what happens until we have done so” 


[Bahr] We are in an interim phase resulting from the 
presence of Soviet troops in Germany. A certain if 
unstable security grows out of the fact that all sides 
concerned know that no one will att»ck. 


[Richter] Poland and the CSFR and, according to recent 
press reports, even Bulgaria want to become NATO 
members. 


[Bahr] No, for the time being, < icy do not. They want to 
have security guarantees or an association agreement, 
but they do not even want to have Western weapons. 
That is what a high-ranking politictan like the Polish 
deputy defense minister told me. 


[Richter] Mr. Bahr, you did not run for the Bundestag 
elections in December, nor do you intend to run for the 
SPD Presidium at the party congress. Are you with- 
drawing from politics” 


[Bahr] Not at all. But I have more time now to concen- 
trate on my work at the Hamburg Institute, and | will 
definitely not give up contacts with my good friends 
within the party 
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[Richter] Do you not want to enjoy the fruits of your 
work now that the concept propagated by you—“change 
through rapprochement™—has been implemented? 


[Bahr] I do enjoy them. However, it would be even nicer 
if we were in government now. Then | would have 
continued in the Bundestag. 


Ex-General Assails *Militarization of Policy’ 
LDO9OS 133991 Berlin ADN in German 1101 GMT 
Y May 9! 


[Text] Bonn (ADN)—Manfred Opel, former 
Bundeswehr General and SPD [Social Democratic 
Party] Bundestag deputy, has described a NATO strategy 
paper that recently became public as a “further indicator 
of the clearly increasing militarization of polic”’ since the 
Gulf War.” Speaking in the PARLIAMENTARY- 
POLITICAL PRESS SERVICE (PPP), he said that a 
threat scenario sketched out in the document would 
greatly hinder democratic developments, at least in 
Eastern Europe. The document, which is to be put before 
the NATO defense ministers for a decision at the end of 
May, describes the Soviet Union as still the “main threat 
to the security of Europe.” 


Opel also criticizes the fact that the strategy paper is to 
be adopted without any parliamentary involvement of 
the member countries. The Federal Government would 
be well advised, the SPD military expert says, to put the 
document to the Bundestag for debate. “He who would 
bypass parliament on such central issues damages our 
democracy,” said Opel. The SPD would do all it could in 
parliament “to move the government coalition away 
from its possible desire to accept for the FRG such a 
document, conceived in the spirit of the cold war and at 
the same time to sustain it for decades as a fundamental 
document.” 


* ECU Bond Issues Deemed Politically Risky 


9IGEO222B Frankfurt/Main FRANKFURTER 
ALLGEMEINE in German 11 Mar 91 p 20 


[Report by gb: “Controversy About Issuance of ECU, 
[European Currency Unit, Government Bonds: Political 
Versus Financial Market Arguments, Concern Over the 
Prestige of Debtor Germany” ] 


[Text] Frankfurt, 10 March—Should the FRG issue 
ECU [European Currency Unit] bonds? This proposal 
seems to make sense in view of a conceivable accom- 
plishment of a European economic and currency union 
sometime in the future. But there are also political and 
economic misgivings. At any rate at present there is no 
readiness to offer ECU bonds either in Bonn or at the 
Bundesbank in Frankturt. 


Sull, in any case, the FRG, by issuing ECU bonds, would 
enter a comparatively young financial market which is 
nevertheless in a process of rapid maturation. In recent 
weeks the market for ECU bonds has shown itself to be 
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in very good shape. Debtors and intermediary banks 
succeeded in selling bonds worth about 20 billion 
German marks [DM], even though in some cases the 
placing proved to be difficult. 


The debtors of past weeks, with the United Kingdom, 
the Kingdom of Belgium, and the Republic of Italy, also 
included EC countries. The Republic of France has 
marketed ECU bonds for about two years and has 
announced that in 1991 it will issue one-fourth of the 
bonds in ECU. Since bonds of west European countries, 
in contrast to some corporate bonds, enjoy considerable 
popularity among investors because of their slight risk of 
default, the importance of the ECU market has unduubt- 
edly grown. 


Rolf-E. Breuer of the Deutsche Bank board of directors 
has now submitted the proposal that the FRG issue ECU 
bonds. It 1s possible that not least business policy inter- 
ests may have guided him in this direction, for he offered 
the services of the Deutsche Bank for the lead role in an 
international group of underwriters which was to take 
the responsibility for the sale of the bonds. In view of 
favorable swap transactions Breuer does not accept the 
argument that the FRG would have to pay a higher rate 
of interest for ECU bonds. 


Furthermore from the point of view of the banks it 
should be considered that signs of fatigue have appeared 
in most currency segments on the international capital 
markets. The flood of new foreign currency loans seems 
to be dwindling somewhat compared to previous years 
and a ruinous competition for the remaining debtors has 
broken out among the banks and securities firms piacing 
the securities. In contrast, the rapidly expanding ECU 
market promises some growth and thus profit prospects 
in the opinion of the credit institutions. 


However,the business with ECU bonds does not take 
place in Germany, but mainly in London, Parts, and 
Luxembourg. On the futures markets in London and 
Paris there 1s, in addition, trading in futures contracts on 
ECU bonds and there it 1s possible to exchange ECU 
bonds against other currencies (“swap transactions’). 
Germany's status as a “developing country” with respect 
to ECU bonds 1s also caused by the stubborn resistance 
of the Bundesbank. 


Before this the central bank had long resisted approval of 
other ECU transactions of German credit institutions 
because, following a venerable economic view, it denied 
the ECU the character of a currency (and does so to this 
day), while the ECU tn reality has increasingly started to 
exercise the functions of a currency, and, thus, those of 
an investment vehicle. In the meantime the ECU trade 
in Germany 1s permitted by the Bundesbank, without 
corresponding activities having been observed on the 
German financial markets. 


The financial center argument connected with this is 
probably the greatest point in favor of the issuing of 
ECU-denominated federal bonds. As the experience with 
the federal futures contract on the London futures 
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market and the Euro-DM trading in Luxembourg and 
London show, it is obviously very difficult for a financial 
center to take away established business from other 
places. If Frankfurt does not want to be at a disadvantage 
permanently it would have to try soon to develop an 
ECU trad= with a promising future. What would offer a 
better chance for this than a bond issue by the Federal 
Government? 


But the hesitating forces in Bonn and Frankfurt also 
have good reasons on their part to counter with at least a 
“not now.” They are concerned with the acceptance of 
the bond debtor, Germany, among the purchasers of 
FRG bonds. If the FRG were to incur debts in a currency 
other than the DM, there would be danger of a severe 
loss of confidence in the German currency; so goes the 
argument which is gaining in importance in the more 
difficult context resulting from the financial burdens of 
unification. The finance minister is probably mght in 
these times not to test unnecessarily the limits of 
capacity of the debtor, Germany. 


Former GDR Firm Supplied Weapons to Turkey 


LD1005082391 Berlin ADN in German 0658 GMT 
10 May 91 


[Text] Berlin (ADN)}—The GDR under head of state 
Erich Honecker also supplied weapons to NATO 
member Turkey. The Berlin newspaper SUPER' reports 
this information today, saying that it has exclusive 
photographs on this matter. 


The newspaper says that during the disbanding of the 
weapons firm IMES in Kavelsdorf—an enterprise under 
the control of Alexander Schalck-Golodkowski—two 
million rounds of ammunition and several trucks loaded 
with small arms were found which were addressed to the 
police headquarters in the Turkish capital, Ankara. A 
total of 90 freight cars and 300 truck-loads of weapons 
and ammunition were being stored in Kavelsdorf. The 
address labels were indecipherable on almost all the 
crates. 


(The item was released in an edited version) 


Stasi Company Reportedly Printed False Money 


AU0805211791 Hambure BILD in German 
4 May 9! pp i.4 


[Bruno Paulenz report: “Stasi Printing Company Dis- 
covered. Was Western Money Forged””’] 


[Text] Lying, deceiving, and spying—that was the daily 
work of the agents of the Stasi state security system. Now 
Honecker's secret service is also suspected of having 
printed large quantities of false money—torged German 
mark bills worth several billion. They are believed to 
have been produced by the Stasi printing company in 
East Berlin's Roedernstrasse as recently as last year. The 
West Berlin public prosecutor received a tip-off and 
ordered a search of the printing company. In December 
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1990 Public Prosecutor Harald Verheyen, head of the 
“Organized Crime” department, searched the Stasi com- 
pany “Special Printing Office Berlin” with 80 criminal 
officers. Much to the surprise of the officers, most of the 
employees were Stasi majors. Some of them are still 
working at the printing company. 


The criminal officers were also surprised about the 
modern machinery. Verheyen told BILD: “The sophis- 
ticated machinery was mainly from West Germany and 
Switzerland. We were amazed about the extraordinarily 
high technical standard.” 


Verheyen did not find any forged money. “However, we 
seized a machine that threads silver threads in all sizes of 
banknotes. We also discovered a sizable number of Swiss 
and West German passports of extraordinary quality. 
They were forged perfectly. We also confiscated printed 
matter with the Red Army Faction emblem, the star and 
the submachine gun. We proceeded on the assumption 
that the money forgers covered their tracks shortly 
before we arrived.” 


The Federal Public Prosecutor's Office has meanwhile 
initiated investigations. This has been confirmed by a 
public prosecutor. 


Egon Krenz Supports Tisch During Trial 


AU0805115391 Berlin BERLINER ZEITUNG 
in German 3 May 91 p 2 


[Klaus-Detlef Haas report: “Egon Krenz Helps Harry 
Tisch” } 


[Text] According to Egon Krenz, former general secre- 
tary of the Socialist Unity Party of Germany [SED], the 
1983 GDR budget already registered an “internal debt of 
40 to 50 billion marks.’ Krenz said that this fact was the 
decisive impetus to ask the Free German Trade Union 
Federation [FDGB] for financial support for the Free 
German Youth [FDJ] youth festival in 1984. 


With this, Krenz exonerated Tisch [ex-FDGB chairman] 
to a considerable extent. Tisch 1s accused of having 
illegally supported the FDJ from the FDGB solidarity 
fund and thus having embezzled moncy. The financing 
of the youth festival by the FDGB was “normal” in the 
GDR, Krenz said. Even before 1984 the FDGB had 
given money to the FDJ. 


Speaking as a witness at Tisch’s trial yesterday, Eberhard 
Aurich, former first secretary of the FDJ Central 
Council, also confirmed Krenz’s statements. Aurich said 
that in April 1984 the Politburo called for “generous 
support” for the FDJ “from the FDGB.” 


According to Krenz and Aurich, at that time no one 
thought about from which FDGB funds the money for 
the FDJ could be taken. Originally, the youth organiza- 
tion wanted to finance the festival through donations 
Honecker, however, did not want the young people to be 
forced to donate 
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Also regarding the second accusation, Krenz supported 
Tisch’s position. Tisch 1s accused of having paid from 
the FDGB cash not only his own vacations but also that 
of the family of former SED economics secretary 
Guenter Mittag. Krenz characterized the relationship 
between Mittag and Tisch as “full of conflicts.” Muttag 
was always able to win over Tisch, Krenz said, and thus 
ascribed to Mittag the role of some sort of superior to the 
FDGB. 


Krenz, as a witness for the defense, was not able to 
eliminate the accusation of embezzlement of money for 
vacation trips. Tisch had admitted that the vacation trip 
to the Baltic Sea for him and his family had been paid 
from the FDGB fund. 


Concerning Tisch’s role in Honecker’s ouster, Krenz said 
that Tisch told him earlier than some people who are 
now writing books that he was no longer able to support 
Honecker’s policy. 


PDS Members Charged With Embezzlement 


LDO805212291 Hamburg DPA in German 1454 GMT 
& May 91 


[Text] Berlin (DPA)}—The Berlin State Prosecutor's 
Office preferred charges today against three main sus- 
pects in the Party for Democratic Socialism [PDS] 
financial scandal with regard to the transfer of 107 
million German marks to foreign accounts. Former PDS 
financial managers Wolfgang Langnitschke and Wolf- 
gang Pohl are accused of embezziement, and PDS 
member Karl-Heinz Kaufmann of Halle is accused of 
being an accessory to embezzlement, the Berlin justice 
authority announced today. 


Pohl and Langnitschke are alleged to have transferred 
party funds to an account belonging to the Soviet firm 
“Putnik,” for which Kaufmann had sole authority. All 
three accused are at liberty since they have deen spared 
detention. 


Suspect Released 


LDO805 145591 Hambure DPA in German 1014 GMT 
& May 9/ 


[Excerpt] Berlin (DPA)}—One of the people suspected to 
be responsible for the PDS [Party of Democratic 
Socialist] finance scandal, businessman Karl-Heinz 
Kaufmann from Halle, was released from custody today 

Kaufmann was arrested in Oslo in November last year 
for the transfer of 107 million German marks from the 
PDS's funds to accounts abroad. From the beginning of 
the investigation, Kaufmann has denied the accusation 
of embezzlement. According to the press office for legal 
affairs, the arrest warrant against Kaufmann remains in 
force 


Kaufmann will have to hand in his ID documents and 
must report to the police three times a week. He must 
also report any change of address. [passage omitted] 
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PDS Presents Draft for Trust Agency Law 


AUL0805 161791 Berlin NELES DEUTSCHLAND 
in German 3 May 91 p 2 


[Joerg Staude report: “A New Concept for the "Gravedig- 
eer?” | 


[Text] Quite a number of leftists in the Party of Demo- 
cratic Socialism [PDS] see the Trust Agency as the 
gravedigger of the eastern German economy and refuse 
to think about a new Trust Agency concept. With such a 
new concept the PDS becomes the doctor at the sick bed 
of a capitalist economy, they say 


However, one cannot avoid reality by ignoring it. At the 
moment the Trust Agency 1s the most important institu- 
tion with which the transition from the planned 
economy to the market economy in the new laender 
could be controlled and shaped—if that 1s the will of the 
legislator. Whoever, like the PDS, feels particularly com- 
mitted to the interests of the new FRG citizens, must 
think about a new assignment—regardless of whether or 
not one likes the house in Alexander Square. 


From this viewpoint, the PDS Bundestag Group will 
soon present a draft law in Bonn on the “reorganization 
and disposal of the former people's property.” The paper 
outlines as a goal of the Trust Agency to make as many 
enterprises in the new laender as possible competitive so 
as to safeguard jobs. The privatization of eastern 
German indusiry remains the decisive means—for the 
purpose of preserving the new laender as original indus- 
trial locations. 


In a world that 1s dominated by capitalism on the 
national and international level, it would be utopian to 
attempt to bring about the upswing in the cast without 
private capital. The question 1s whether one continues to 
sell the companies to the competition—as the Trust 
Agency continues to do—or whether one uses the sale to 
establish a sensible, efficient, socially and ecologically 
acceptable industrial structure 


The PDS paper envisages a number of bodies to force the 
Trust Agency to do the latter. In order to have concepts 
put on the table in the first place, the Federal Govern- 
ment and the new laender are called upon to work out 
common and regional structural and promotion pro- 
grams. In order to support that, a common planning 
committee of the Fedcral Government and the new 
laender 1s to be established, which issues “economic 
policy guidelines for the restructuring in the new 
laender.” 


The Trust Agency 1s bound by these structural programs 
and guidelines. According to the PDS proposal, the 
laender also have the mght to object to Trust Agency 
decisions. The ultamate power lies with the FRG eco- 
nomics minister, which also shows that the PDS thinks 
that the Economics Ministry 1s responsible for the Trust 
Agency 
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The PDS draft also includes other demands, which have 
been voiced repeatedly: Large enterprises, which are 
indispensable in terms of structural policy and can be 
made competitive in the medium term, must be 
improved in any case. Old debts are to be canceled if 
there are no chances in the foreseeable future that these 
debts can be repaid. Furthermore, people's property, 
which serves local tasks, 1s to be transferred to the 
communities and towns for free and without old debts 
Agricultural and forestry property 1s put into trusteeship 
administration of the laender. In enterprises with more 
than 2,000 employees mining-industry codetermination 
[Montan-Mitbestimmung] 1s applicable 


Of course, the PDS parliamentarians do not have any 
doubt that the Bundestag will reject their draft law or 
that it will reach the committees at the most. Neverthe- 
less, the proposals are useful. First, the Social Demo- 
cratic Party of Germany and the Alliance 90/Greens will 
present their own proposals. Thus, the PDS 1s in good 
company. Second, in the past the government secretly 
took up some proposals which were previously rejected 
as “socialist deception.” 


Lambsdorff on Coalition Party Quarrels, Finances 
AL0205 143391 Duesseldorf HANDELSBLATT 
in German 2 May 91 p § 


[“na/df report: “Solidarity Tax Valid Only One Year” | 


[Excerpts] Duesseldorf, | May—In an interview with 
HANDELSBLATT, Otto Count Lambsdorff, chairman 
of the Free Demecratic Party of Germany [FDP], noted 
that the Christian-liberal coalition achieved a majority 
of 55 percent in the 1990 Bundestag elections, however, 
one of the reasons for that result was German unifica- 
tion. “I do not see any basic probiems in cooperation 
between the Christian Democratic Union [(CDU] and the 
FDP. However, we have long stopped talking about 
future legislative periods. Coalitions are always valid for 
only four years and no more.” In his view, the FDP 
cannot do without a clear statement on the coalition 
before the next Bundestag elections. However, such a 
decision will be made at an appropriate time before the 
elections and certainly not three-and-a-half years before 


It 1s surprising that such political unrest has been caused 
by the FDP’s readiness to discuss an alliance with the 
Social Democratic Party of Germany [SPD] in Rhine- 
land-Palatinate. [he reason for that 1s, however, exclu- 
sively the bad condition of the CDU. It 1s a fact that 
CDU and FDP missed the opportunity to form joint 
governments three times in a row, namely in Lower 
Saxony, Hesse, and Rhineland-Palatinate. The fact of an 
FDP/SPD coalition did not cause any excitement in 
Hamburg. the CDU coalition with the SPD in Berlin was 
not interpreted by the Christian Social Union [CSU] as 
an attempt by the CDU to distance itself from the Bonn 
coalition, but as a political necessity, which *<sulted 
from an election result 
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CSU Is Only the Third Largest Party in the Coalition 


In Bonn a majority can be achieved only if the CDU and 
the FDP join together, and, in terms of calculation, the 
CSU need not even belong to that coalition, however, 
neither the FDP nor the CSU are striving to exclude the 
CSU from the government 


“Many of the current errors and confusions that arc 
ascribed to the Bonn coalition are the result of irritations 
within the CDU_. And. unfortunately, that also means 
repeated criticism of CDU Chairman Kohl. The CSU 
has always been a regional party, however, it 1s becoming 
aware of that only now, after unification. It 1s only the 
third largest party in this coalition, and that will not 
change. I think that Munich's criticism of the chancellor 
1S particularly stupid, because they do not have anybody 
else. [passage omitted] 


Appeal To Reduce Subsidies 


The stability tax will certainly not be extended beyond 
the one-year period during which 11 1s to be levied. “Tax 
reductions, consolidation, and reduction of subsidies are 
age-old positions of the FDP, we must not give up our 
principles im that respect just because an catraordinary 
situation forced us to raise taxes.”” However, the coali- 
tion has reserved to itself the option to raise the value- 
added tax, but such an increase has not yet been decided 
upon 


FRG Economics Minister Moeliemann ts striving for a 
reduction of subsidies by at least 10 billion German 
marks, and he has also linked that goal with the threat to 
resign if it 1s not achieved. He 1s fully supported by the 
FDP in that. One has to note, though, that subsidies are 
granted not just through the economics minister's 
budget. Other budgets are also sources of subsidies, such 
as the Research Ministry or the Agriculture Ministry 
[passage omitted] 


Lambsdorff agrees with the Bundesbank action in not 
having made any promises to reduce taxes in view of the 
development of prices in the FRG. but keeping the 
option of raising interest rates once again. [passage 
omitted] 


Coalition Pushes To Curb Subsidies, Tax Breaks 
GYIGEO270A Hambure DIE ZEIT in German 26 Apr 9! 
p 37 


[Article by Wilfred Herz: “Down to Business: Bonn 
Policymakers Consult in Secret on 10-Billron-Mark Aus- 
terity Program”’| 


(Text] The meetings have something of a consprratorial 
character. Sometimes the gentlemen disappear discreetly 
into an office of Bonn’s Bundeshaus, on the next occa- 
sion, the circle meets stealthily in another office. The 
rules of confidentiality are so strict that the results of the 
mectings are not even committed to writing 
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In spite of shifting venues and meeting times, the partic- 
ipants in these clandestine meetings are always the same: 
the financial policy makers Kurt Faltlhauser and Gunnar 
Uldall of the Christian Democratic Union/Christian 
Socialist Union [CDU/CSU] Bundestag caucus. their 
colleagues Hans H. Gattermann and Hermann Rind of 
the Free Democratic Party [FDP], and Parliamentary 
State Secretary Joachim. Gruenewald, of the Federal 
Ministry of Finance. At the behest of the coalition 
leadership, the five are at work preparing to dismantle 
the subsidies which are running into the billions, and 
they do not want their proposals to be picked apart by 
the lobby from the sidelines. 


The coalition is under fire: The goal that has been set by 
Federal Economics Minister Juergen Moellemann, 
namely eliminating 10 billion German marks [DM] in 
tax abatements, financial assistance, and costly give- 
aways, must be met by 10 July. But it is no regulatory 
policy ambition to abolish phony competition brought 
about by state aid that is motivating the coalition mem- 
bers. It is blind fiscal need: Trimming the subsidy fat (in 
the west) will help contribute to the financial aid to the 
east that is needed for an upturn in the new laender. 


Initial Progress 


Within the coalition, two task forces are sharing the 
mission: The secret circle of parliamentarians 1s sup- 
posed to lop off DMS billion in tax abatements, an 
additional DMS billion are to be cut on the debit side of 
the ledger by a trio of ministers, the members of which, 
in addition to Mr. Moellemann, are Finance Minister 
Theo Waige!l and Interior Minister Wolfgang Schacuble. 
In point of fact, the coalition could easily exceed its 
self-imposed goal—provided the politicians really went 
after the big chunks, and took Mr. Moellemann’s instruc- 
tions seriously, namely that (apart from subsidies for the 
east) there should be no sacred cows . 


The parliamentary string quintet has been able to chalk 
up some initial progress. DMSO million in abatements 
for constructing private air raid shelters were—albeit 
without a formal resolution—eliminated in the first 
round. “And yet,” an insider reveals, “we've got some 
things of real substance in the works.” 


In point of fact, the savings commussars need not com- 
plain. They could really crow, if they were to go to work 
on the tax breaks that did not even appear on the list of 
subsidies, or were minimized to the point of being 
beyond recognition. Plugging these loopholes in the tax 
laws would also be a contribution towards greater tax 
equity, because then all taxpayers would be uniformly 
taxed. 


The loophole in agricultural taxation is as wide as a barn 
door, and most farmers march through it, quite legally, 
and without being pestered by the tax collector. The legal 
basis 1s Paragraph 13 a of the Income Tax Law, which 
makes provision for “determining profits earned from 
agriculture or forestry on the basis of averaging.” 
because the vast majority of farmers would ostensibly be 
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pul upon if they were required to keep proper books. In 
the subsidy report, the lost income ts put at a skimpy 
DM310 millon, which 1s purely an understatement. 
Actual earnings can be read more accurately from the 
official agricultural statistics: As many as 71.9 percent of 
the full-tume farmers—more than 220,000 in number, —s 
not pay a single mark in income taxes, even though these 
operations have net profits of just under DM50,000 
each. Given such an income, the average taxpayer would 
have to ante up DM4,000 or more to the tax man, 
depending upon such factors as marital status and 
number of children. Just a footnote in the subsidy report 
reveals that agricultural enterprises pay no commercial 
tax, even though—according to tax law expert Klaus 
Tipse—they meet “all the criteria of a commercial 
enterprise.” 


Agriculture 1s—and this 1s another costly cunosity—the 
only sector that makes money on the value-added tax. To 
offset losses in currency that result from alterations in 
the exchange rate within the European Community— 
losses that all other enterprises must absorb—the 
farmers were permitted to add a value-added tax sur- 
charge to their bills, but they are not required to pass 
these tax revenues along to the tax office: rather, they are 
permitted to keep them for themselves. Thus far, the 
farmers have netted, based on this privilege alone, just 
under DM16 billion annually. This special provision is 
due to run out at the end of this year, but a replacement 
has already been promised. 


A huge potential in savings can also be found in abate- 
ments, from which nearly the entire economy profits: In 
the regulations pertaining to deductions, because firms 
can claim a higher loss in depreciation than the actual 
depreciation in machines, office furniture, or even the 
building «self, as a result of wear—and they can do so 
completely legally. The extent of these abatements— 
which are concealed within the normal tax code—can 
assume was made clear just last December by the com- 
mittee of experts empancled by Mr. Waigel: The State 
could collect an additional DM8 billion if the deduction 
schedule were brought just slightly more in line with 
economic reality. Open season would also be declared on 
DM1.6 billion in special deductions earmarked as sub- 
sidies for mid-sized firms—deductions that are cheer- 
fully taken without their fulfilling their originally- 
intended purpose, namely, spurring additional 
investments 


A tax subsidy of quite a different sort is the tax evasion 
which the state quasi tolerates in capital gains. If the 
interest on bank balances were taxed at its proper rate, 
additional tax revenues of DM8 billion would flow into 
the state coffers. In addition to these secret tax breaks, 
there are in excess of 100 larger and smaller tax abate- 
ments enumerated by the report on subsidies that all add 
up to a potential saving. Taken all together, they amount 
to a total of DM34 billion 


But there is still a lot of leeway in the financial aid 
packages and plans for disbursements that should be the 
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province of the ministerial task force to be concerned 
with—far more leeway than those in power have been 
willing to believe thus far. Finance Minister Waigel’s 
eagerness, in the meantime, can stay within its bounds 
Even as the most recent tax incr<ase package was being 
presented, he maintained the position that the possibil- 
ities for cutting back disbursements have been exhausted 
to a large extent. Because Mr. Moellemann imposed the 
DM10 billion figure on the coalition, the finance chief 
wants to allow him to take the first step in this unpopular 
task. “The Minister of the Economy,” said a confidant of 
Mr. Waigel’s, “now has the task of bringing in the 
funds.” 


The tno of ministers, which was hampered by jcalous 
bickering, has convened only once. But Mr. Moelle- 
mann’s duty in all this 1s twice as great: On the one hand, 
by threatening to resign, he has put the success of the 
saving program on the line. For this reason, he does not 
intend to rely on the cooperation of his colleagues in the 
Cabinet, and he has his officials compile suggestions on 
budget cuts that could be made in all other areas. On the 
other hand, as economics minister, he presides over the 
largest subsidized budget himself. 


The inevitable candidate for curtailment, the one 
Moellemann himself suggested in his budget, 1s coal. It 1s 
economically untenable to exploit western German hard 
coal at a cost of DM260 per ton when a ton can be 
bought on the world market at DM90. Not even the 
argument of the security of the reserve that 1s advanced 
by the coal lobby again and again can justify the present 
volume of exploitation and subsidization. A reduction in 
the amount produced also leads to a disproportionate 
decrease in the costs, because im such a case, coal 1s 
obtained from only those mines that are associated with 
fewer losses. Thus, cutting coal production in half would 
cut current subsidy needs of yust under DM 10 billion per 
annum not just to DMS billion, but to a figure that 1s 
considerably lower 


Senseless Financial Aid 


The shipyard subsidies, proposed at one-half billion 
German marks for this year's budget, can be eliminated. 
in light of the favorable situation with regard to orders 
for western German shipbuilding. The only ones that are 
now really urgently needed are the survival subsidies for 
the yards in the east. Even the outlays for the Airbus are 
increasing once again by several hundred million 
German marks to nearly DM1.5 billion, even though a 
reduction of state involvement 1s envisioned as a result 
of the fact that Daimler-Benz 1s taking over the project 


If Moellemann throws the ideological ballast of his 
predecessors overboard, he can cut back on the costly 
support for the middie classes by half, and concentrate 
on the existential foundations in the east. The savings 
achieved by that: over one-half billion German marks 


In other areas, as well, numerous small, and even minus- 
cule disbursement outlays could be eliminated. Why do 
all Ministries have to increase their outlays for public 
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projects by so much”? Why» «toes Internor Minister Schae- 
uble, himself a member of the string tno, have to 
subsidize the organizations of ethnic Germans who have 
emigrated from other areas, and of those who were 
driven from their homelands, to an unprecedented 
degree—in order to promote the “historical area studies 
of Central Germany”—and to increase the funding for 
Deutschlandfunk and Deutsche Welle [radio networks]” 


And yet, surely there are even greater expenditures that 
can fall victim to the red pen. In the defense budget, the 
expenditures that were even increased for the Fighter 90. 
which hardly anyone wants any longer. are rapidly 
becoming nothing more than a means of subsidizing the 
aircraft industry. Increases in expenditures for research 
in defense technology to DM550 million are equally 
amazing. 


An amount far in excess of ten percent could casily be 
trimmed from the budget of Research Minister Heinz 
Riesenhuber, who wants to support research in the 
amount of DM8.4 billion in 1991. A complete cutoff in 
funding for nuclear projects 1s appropriate. Only a few 
months ago, the coalition promised to suspend support 
for atomic energy. With disbursements of DM800 mil- 
hon, what 1s at issue, to some degree, 1s a nearly unique 
subsidization of an industrial branch with a good deal of 
leeway for savings. The space station projects, the 
Hermes space flights. the Anane 5 booster rockets, and 
various satellite projects have long been recognized as 
too large. After the successes with commercial satellites. 
funding satellites for various uses has become super- 
fluous. And if the magnetic train, the Transrapid, 
becomes a sales hit, as Thyssen claims it will, there 1s no 
reason to finance the project out of the public coffers to 
the tune of nearly 100 percent 


Even more than the research budget. the agricultural 
budget can become a well-fed piggy bank. because no 
other branch of the economy rakes in so much—beyond 
the excessive tax advantages—as the farms do in the 
guise of financial aid. And what 1s particularly absurd is 
the fact that a major portion “if the funding, which totals 
just under DM 14 billion, 1s for the purpose of producing 
less, or inducing farmers to give up their occupation 
altogether, so as to reduce the surpluses in this way. The 
other goodly portion of the state funding has just the 
opposite purpose: It 1s supposed to encourage farmers to 
hold on, and to make it easier for young farmers to make 
a Stari 


Even in the area of social benefits, cuts amounting ‘ 
billions are possible before the government would have 
to blame itself for dismantling the social fabric, for the 
privileged status of social security enjoyed by certain 
occupational groups by dint of handsome sums 
advanced by the state contradicts the notions of social 
justice and equal treatment. That applies even more to 
the old-age pensions of the farmers than i does to the 
miners’ pension insurance fund, from which even those 
who work extra days profit, Thus, a member of a 
mandatory pension insurance plan, when compared with 
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an unmarned farmer. pays contributvons that are three 
tumzs as high, and when compared with a marricd 
farmer, his contributions are almost five tomes as high, in 
order to receive an sdentical pension. The preferential 
pension granted to farmers 1s possible only because the 
Federal Government pays for nearly three-quarters of 
the disbursements. Last year the figure came to nearly 
DM3 bilhon. In addition, there are also the costly 
supports granted to the farmers’ health and accident 
insurance 


The protests of those affected will grow all the louder, the 
more severe the cutbacks in terms of privileges become 
With their secrecy the parliamentary savings Commussars 
can only prevent premature storms of protest. And yet, 
they do not want to put together their program of cuts 
compictely without external contacts. As carly as 4 
March, Free Democrat Gattermann asked cight leading 
trade associations im the economy, in writing, for their 
help. He said he would be grateful if the organizations 
would, “quickly, and without any obligation, make some 
sort of proposal, by some direct means, preferably by 
telephone.” By the end of last week, the deputy had not 
heard a single response 


Small Left-Wing Parties Agree on Coordination 


1. DO90S084291 Berlin ADN in German 1722 GMT 
& Vay 9! 


[Text] Berlin (ADN)}—Several small, left-wing parties 
and political groups in castern Germany decided today 
to work out a common theoretical base. As has been 
announced, the formation of councils at land level was 
also discussed at the meeting of the “Standing Council of 
Left-Wing Parties” in Berlin. Another meeting of the 
Standing Council was agreed for 29 May 


The members of the council, founded on 21 April, are, in 
addition to the Communist Party of Germany, the 
Carnations, the Independent Social Democratic party of 
Germany, and the Communist Platform within the Party 
for Democratic Socialism. The council has set itself the 
goal of the exchange of information and the “coordina- 
tion of Marxists in Germany in theory and practice” 


Kohl Speaks to Eastern Chemical Workers 


LD1008112791 Berlin ADN in German 1049 GMT 
10 May 91 


[Excerpts] Merseburg (ADN)}—Speaking to around 600 
chemical workers at the Buna AG chemical enterprise 
today, Chancellor Helmut Kohl assured that the castern 
German chemical triangle around Halle, Bitterfeld, and 
Merseburg will be retained and expanded. At the start of 
his visit to the ecological crisis- region, Koh! spoke to a 
meeting of the enterprise workforce 


There 1s good reason for implementing the Trust 
Agency's concept for the chemical industry in the region 
However, the site can only be maintained with reduced 
personnel, the chancellor said. The present workforce of 
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14,500 employees must be reduced to 8,000 by the end of 
the year. Kohl wants to ensure that new jobs will be 
created alongside reconstruction. Appealing to industri- 
alssts, he said investment in the new lacnder 1s important 
for the future. “Massive public investment” will have to 
be found for the ecological improvement of the enter- 
prises. [passage omitted] 


The chancellor's visit will continuc this afternoon with a 
visit to Bitterfeld 


Finance Ministry Reports on Investment in East 


L DOQOSO8S891 Hambure DPA in German 1350 GMT 
& May 9/ 


[Excerpt] Bonn (DPA/VDW)}—The FRG Government 
cxpects investments worth at icast about 80 billion 
German marks [DM] in eastern Germany in 1991. In a 
survey of the measures taken so far to improve the 
economic situation, the Finance Ministry reported on 
Wednesday that DMS0 billion would be available in 
1991 as public investment from federal funds, and about 
DM28 billion would be invested this year in the new 
laender by western German companies. It has already 
sent a 200-page brochure concerning that to all the local 
authorities in the new lacnder. In 1, the amount, precon- 
ditions, and procedures of Bonn’s financial aid at all 
levels are explained 


According to the Finance Ministry, as a result of the 
massive national aid, “positive results” are multiplying 
On average about 25,000 companies per month are being 
founded in eastern Germany. Following the sale of 1,300 
State-owned enterprises by the Trust Agency, privatiza- 
tion 1s being continued at a faster pace. Some 400,000 
yobs are being continued under private ownership. The 
purchasers had promised investment of DM55 billion in 
all. The Trust Agency has achieved DM6 billion in gross 
sales revenue so far. [passage omitted] 


* No Movement for New Construction in East 


YIGEO230A Hambure DER SPIEGEL in German 
8 Apr 91 pp 130-135 


[Unatinbuted article: “Effectively Blocked: Contiacts 
Lacking, Workers Moving to West—Anticipated Con- 
struction Boom Fails To Materialize™| 


{Text} Hermann Becker had been clated over German 
unification. Becker, head of the Philipp Holzmann con- 
struction enterprise, thought last summer that business 
in the east would soon be booming 


Becker saw an enormous pent-up demand in the new 
laender. Factories and apartment buildings would have 
to be built, road and railway systems overhauled, and 
purification and desulfurization plants constructed. The 
Frankfurt businessman estimated that the cost of recon- 
struction would casily come to 100 billhon German 
marks {DM]—yearly 
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Dreams of billhons of marks worth of business were short 
lived. Now, just a few short months later, reality looks 
considerably different. The building industry in castern 
Germany ts in the midst of a deep crisis. 


Despite the considerable need, investments in construc- 
tion fell by 15 percent during the past year, leaving a 
large portion of the industry without work. 


This :ituation 1s liable to continue for some time. The 
Munich Institute for Economic Research has reported 
the first faint indications of an upswing. Even so, the 
Institute does not expect this year’s investments to 
exceed those of last year. 


The lull in the east could hardly have come at a worse 
time, and not merely for those firms directly affected by 
it. The construction industry had been an integral part of 
the plans of the economic policy makers: Te construc- 
tion boom was to have revitalized the entire castern 
German economy. After all, building owners need more 
than just bricks and cement, they also need carpets and 
furniture. 


There seemed to be sufficient money available. The 
expectation had been that investors would finance hotels 
and industnal parks, private owners would renovate 
their run-down buildings, and the government would 
provide assistance for all of this through various support 


programs 


Becker is nght, there is plenty of construction work to be 
done. Entire street blocks and city districts have col- 
lapsed, not only in Meiningen, but in the major city of 
Leipzig as well. 


There is plenty of work to be done in the public sector as 
well. The autobahns have cracks in them and the trains 
are rattling along over rotten railway ties. 


Nonetheless, the market is flat. Construction is booming. 
but in western, not eastern Germany. Masons and 
plumbers from eastern Germany are working as 
employees on temporary loan in the old Federal 
Republic. 


Current argument has it that the conflicting trends in the 
construction industry are due to the unresolved ques- 
tions concerning property mghts in eastern Germany 
According to the Ministry of Justice in Bonn, the real 
estate market in particular is “effectively blocked.” Con- 
sequently, investments are showing lower than expected 
returns 


More than a million German citizens want their property 
in the cast back. Their petitions are piling up— 
unprocessed—at the District Offices. The owners will 
probably have to wait several years to get their property 
back 


But it 1s not only the question of property nghts which 1s 
holding up reconstruction. There is also the problem of 
old debts, which many people cannot afford to pay 
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An office worker from Hamburg recently got his prop- 
erty in Mecklenburg back. The house 1s about to col- 
lapse. and, according to the owner, the only way to 
protect the tenants 1s to tear 1 down. The owner cer- 
tainly does not have the cash to rebuild, and borrowing 
money 1S too expensive 


This 1s by no means an isolated case. According to 
Construction Minister Irmgard Adam-Schwactzer, in the 
new lacnder, “one out of every five apartments 1s so 
severely damaged as to be uninhabitable.” [It 1s still 
unclear, of course, who will pay to tear the buildings 
down 


Even those structures which can be renovated are not 
entirely problem free. This 1s because before the owners 
can spend any moncy on construction, they must first 
settle old bills 


For example, a retired Frankfurt woman was allowed to 
keep her house in Saxony. She was informed, however, 
that there was a mortgage on the building for “rehabili- 
tation loans” in the amount of approximately 
DM 33,000, interest not included 


The bank intends to begin charging the woman just 
under ten percent interest on the old debts. And whereas 
the woman does have enough in savings to pay off the 
loans, she will have nothing left over for new windows or 
modern heating 


Such investments make little sense at any rate. Minister 
Adam-Schwactzer was also informed that rents had been 
frozen at the 1936 rate (approximately DM! per square 
meter), and cover only “15 percent of the costs.” 


Granted, the Bonn Cabinet has decided that from 
August on the basic rent may be raised by approxinately 
DM1!. Tenants must also pay a portion of the operating 
expenses, which cover such things as heat and hot water 
But even with these increases, putting moncy into apart- 
ment construction will hardly be a sound investment 


Nor 1s it cost-effective for landlords to renovate their 
delapidated property. The government has abandoned 
ite original plan of allowing them to pass a portion of the 
maintenance costs on to the tenants in the form of rent 
surcharges 


The price controls that have depressed the construction 
market have hit housing associations and communities 
even harder. They have taken over high-rises built in the 
socialist unity style and are beirg crushed by the inher- 
ited burden: debts of roughly DM40 billion 


Adolf Haidegger. mayor of Colditz near Leipzig, had to 
take over a school complcte with a gymnasium and DM4 
million in debts from the state building industry. In 
addition, the Berlin Trust Agency transferred 96 apavt- 
ments in new buildings to the community. The renal 
income 1s only enough to cover half of the operat ng 
expenses. The town must contribute approximziely 
DM400,000 
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The construction of the apartments had indeed been 
ordered by the state, but had not been paid for. To this 
end, the Deutsche Bank offered the town a loan of just 
under DM1i2 million, with an annual interest of 
DM1.140,356 


The mayor refused to sign for the loan, arguing that with 
a budget of DM450,000, 1 was obvious from the outset 
that the town would not be able to cover the interest. By 
signing. he would leave himself open to charges of fraud. 


Colditz ts a typical case. Many communities in the new 
laender are already defaulting on their debts. The Gen- 
eral Association of Housing Industries states that there 
have been serous setbacks to the programs for property 
rehabilitation to date 


Towns do not have enough money to finance construc- 
tion projects. The Bonn government decided last week 
that communities would recerve only DM630 million for 
renovation purposes—barely DM40 per citizen. 


As a result, the construction industry is counting on 
industrial projects to keep it mm business. The Institute 
for Economic Research estimates that DM26 billion will 
be spent in 1991 on the construction of production and 
sales facilities. 


Despite the release by the Trust Agency of | 000 building 
sites for auction, many would-be investors are still put 
off by as-yet unresolved questions concerning property 
ownership. Stull, many investors have resigned them- 
selves to putting up with inefficient bureaucracy, time- 
consuming planning procedures, and—there are such— 
reluctant construction firms 


The experiences of investors are rarely very encouraging 
Many construction enterprises have not managed to 
shed the old ways of thinking—or so it often seems 


For example, the petroleum concern Dea wanted to 
build two modern gas stations near Niemegk. on the 
autobahn between Berlin and Leipzig. A local construc- 
tion firm expressed interest in the project, giving an 
estimated completion time of a year and a half 


The managers of the Hamburg petroleum concern felt 
that the work could be finished in three months. The 
eastern Germans eventually agreed, giving assurance 
that they could bring in ten excavators 


However, only one of the ten was operational, and it was 
questionable whether that one was even available. So the 
contractors procured excavators in the west. The rugged 
machines had one drawback: They robbed the workers of 
their breaks. Of 100 construction workers, only three 
were up to the pace 


The two Dea gas stations were nonetheless eventually 
completed. The concern was able to absorb the disap- 
pearance of equipment—still common in the cast— 
which, in this case, amounted to about DM 300,000 
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* Grim Future Seen for Eastern Stee! Mills 


9IGE0236A Munich SUEDDEULTSCHE ZEITUNG 
in German 11 Apr 91 p 31 


[Artucle by thf: “Steel Mills on Hold Despite Boom 
Drastic Treatment for Plants in New Laender™] 


[Text] Hannover—No matter how enviable the state of 
the western German steel industry might seem for the 
tume being. the most recent figures of the castern 
German operations in this industry give cause for great 
concern. In 1991—according to the prognosis of the 
president of the Steel Industry Association. Ruprecht 
Vondran, during the Hannover Industrial Fair—the 
already reduced steel consumption in the new laender 
will drop by just under one third 


Just as alarming are the current figures for raw siccl 
production in the new laender: During the first three 
months of the year it dropped to roughly 900,000 metric 
tons. “Compared to the 1989 average,” Vondran pointed 
out, “this 1s more than 50 percent.” The number of 
eastern Germans employed has decreased by one fifth 
At the beginning of the year they numbered 55.600. by 
contrast, 67,500 were still working in the factories there 
prior to the monetary union 


Brake Blocks 


The fact that work productivity in the new laender has 
nevertheless worsened 1s ultimately attributable to the 
overly sluggish reduction of jobs there. The former ts 
now barely one fifth of the comparable western German 
figure. “In the new laender the reduction of personne! 
surplus was set into motion only slowly.” Vondran 
regrets that protection against dismissal and wage agree- 
ments covering an additional amount for part-time 
workers produced a slowing-down effect. For the second 
half of the year, though, he anticipates a brisker reduc- 
tion of eastern German jobs. especially since Brussels 
and Bonn have agreed upon a common formula for 
financing the social programs (as per paragraph $6 of the 
European Coal and Stee] Community Agreement) 
According to this, the number of people employed in 
eastern German sice!l mills is to drop to 30,000 by the 
end of 1992 


In spite of the massive job reduction Vondran has a 
guarded view of the survival chances for stee! mills in the 
new laender: “It 1s to be expected thai under the concept 
presently pursued by the Trust Agency that only some of 
the operations will be able to find a private-sector 
partner. There is not much of value to be had there 
anyway” 


Finally, Vondran advises against new construction at 
sites in the former GDR if there 1s already an indication 
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of excess Capacities mm a particular sector. “A displace- 
ment competition financed with public funds.” as Von- 
dran expressed it in plain terms, “which creates govern- 
mental enterprises im the midst of a private-sector 
industrial landscape, just cannot be the goal of steel 


policy.” 


Troublesome Questions 

As Vondran sees it, any possibilities for wmproved 
capacity utilization should be exploited for a socially 
compatible solution of the problems in the East German 
steel industry. “Why isn't steel a part of the nine-billion 
German mark [DM] trade package that the economics 
minister brought back with him from the USSR”” And 
why. Vondran wonders, was no consideration given to 
the steel producers there when placing orders under the 
housing project for Soviet soldiers” 


Focusing on the steel capacity accumulating in castern 
Europe. Vondran demanded that the production there 
be concentrated on the most efficient facilities. In addi- 
tron, there should be a gradual elimination of subsidies 
Then the trade policy barners could also be removed. To 
pave the way to the western European market the EC 
commission should -’osely cooperate with castern 
Europe's governments. “We must be willing “ Vondran 
emphasized, “to take even unconventionai approaches 
for a transfer of know-how to the cast.” 


Gloomy Perspectives 


Despite the considerable order backlog. the prospects for 
steel producers over here are also getting bleaker. It 1s 
true that orders from the EC during the first two months 
of this year increased by one-tenth and from other 
countnes even by one-fifth. But for a few neighbors “the 
booming economic trai 1s already slowing down.” Von- 
dran has the same concern for Germany. He bases his 
skeptical assessment on the tax increase 


Of course, for the time being, sicel consumption «s still 
clambing here at home. The calculation for 1991 there- 
fore includes a gain of 2 percent. The recent strength of 
the dollar 1s considered to be a ray of hope. It facilitates 
the export trade with the Middle East. Roughly one-half 
million metric tons of steel were shipped there last year 
before the war started 


* Infrastructure Renewal Costs Analyzed 


GVIGEOJIOIA Berlin WOCHENBERICHT-DIV 
in German 7 Mar 91 pp 91-97 


[Report of the German Institute for Economic Research. 
DIW. No 


10. Berlin. 7 March 1991: “Infrastructure 
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Renewal in Eastern Germany: Aspects of Financing and 
Impact on the Economy as a Whole™'] 


[Text] The cast German cconomy 1s undergoing 2 scrious 
adjustment crisis, after the abrupt introduction of market 
economy and international competition had suddenly 
revealed the enormous structural problems of the 
cconomy. The crisis 1s being mitigated by large govern- 
mental financial streams flowing from west to cast. which 
stabilize income development there Nonetheless. the 
funds are insufficient by far to close the many holes. Still 
more funds are needed to stop the downswing and to 
provide growth impulses. Although the commitment of 
private investors must be the focal pornt of a strategy of 
growth and modernization, a brisk improvement of the 
public infrastructure 1s an indispensable prerequisite for 
such a process. Because of their intermediate-input char- 
acter, infrastructure cxpenditures not only increase the 
growth potential of private production and people's 
Quality of life, but they also have direct production and 
employment effects. Although the financial situation of 
east German laender and communities has improved. 
thanks to the latest measures—full participation of the new 
laender in the proceeds of the turnover tax. the waiver of 
the Federal Government's share in the “German Unity” 
Fund—there are no funds for the improvement and mod- 
ernization of the infrastructure in cast Germany 


The need for infrastructure investments im the new 
laender 1s enormous. The resolution of the most urgent 
environmental problems alone—waste water removal. 
improving the quality of drinking water, reduction of air 
pollutron—annually requitis two-digit armounts in the 
bilhons. To this is added the enormous need in the 
transportation sector, in telecommunications., in housing 
construction and municipal development. In part. the 
various areas of tasks must be linked to cach other. such 
as city rehabilitation and energy-saving measures. Natu- 
rally thes also deals with tasks which can be carned out 
directly not only by central, regional and local author 
ties, but also by other entities—for cxample, public 
enterprises or private suppliers. But im all cases the 
measures should be embedded in the overall concepts of 
regional and local development 


All demands for infrastructure renewal are in contrast 
with the financial situation of the Federal Government. 
the laender and communities. The coffers of the new 
laender and communities are empty. and the federal 
budget will also have a high deficit of at least 70 billion 
German marks [DM]. On the other hand. the financial 
situation of the old laender and their communities will 
ease. If “cooperative federalism” is to be more than an 
empty phrase, decidedly more public funds must be 
transferred from west to cast: That can be done only if 
the cxrsting system of fiscal adjustment—the vertical as 
well as the horizontal—is revised. A first step in this 
direction was taken with the latest finance policy dec- 
sions—tax increase, full participation of the new lacnder 
in the proceeds of the turnover tax, and the Federal 
Government's waiver of its fund share 
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‘Inchudong cast Berton 

“lt «& assumed that personne! capenditures om 1994 eall hawe reached approsmmately “S percent of the west German lewe! In 1960 « eas 15 per 
emt. om 1991/92 the sumber of persons employed ell be reduced 





Local fecal adpustmment ft 1s postulated that erthin the framewort of local fiscal adjustment the Communities ell recerve 4) percent of the 
ipendere tas revenues 

_ ithowt mterest for pre DM housing dems 

Sowrce Estomates by DIW 

Laender and Community Finances in the Area of The projection 1s based on the estimate of tax revenues 
Accession—a Projection It follows the December 1990 results of the Task Force 


on “Tax Estemation”™ mm the Federal Ministry of Finance 
‘ n the that soon there will lastin 

There are great uncertainties in estimating the cxpendi- eae soar For wy , deed af ~ 
tures and revenues of the new laender and their commu- owns prog 

wage tax, the task force used a wage tax mode! developed 
nities. For one, this is due to the narrow information 

m the DIW [German Institute for Economic Research] 
basis of the overall economy. but i 1s also linked to the 
fact that the state tasks and institutions in east German’ Information on households of workers and employees 
a a pee-per: ; have been analyzed according to various socrocconomi 
at this tome are subject to a radical change. The projyec- og neice 
thon presented here of revenues and capenditures must 
be seen as a stocktaking of current problems and as an 
attempt to quantify them as to their impact im the If the projection of the cconomy as a whole comes truc 
medium term. Furthermo.c, the financial leeways for a the cast German lacndecr and communities can count on 
demand-specific infrastructure policy are to be outlined strongly mcreasing tax revenues by 1994. Yet the volume 
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remaims comparatively low The per<apita moome of 
the employed will expand strongly bul—measured 
against the income level—the high allowances and 
unemployment will have a dampening effect. In addi- 
tion, during the penod of buslding up the cast German 
cconomy. taxcs dependent on carnings will have a low 
yield (the investment allowance 1 also being card out of 
revenues). In the longer term. cast German tax revenues 
are characterized by cacese duties. but those flow pre- 
dominantly into the federal coffers. The latest finance 
policy measures were taken imto account mm the projec- 
thon 


In 1991. the most mmportant source of revencc for the 
new lacnder and their communities will be moncy from 
the “German Unity” Fund. Payments from the fund are 
graduated degressively, and m 1994 moncy will be 
distributed for the last tome to the new saender and their 
communities. After the Federal Government's warvez of 
its share for the financing of central tasks m the new 
laender, the lacnder and communities thes year can 
expect a total of DM35 bilhon. « will only be DMIO 
bilhon om 1994. On balance—if one follows the projec- 
thon—the capected increase m tax revenues will not be 
enough to compensate for the “decreased revenues” 
from the fund. Truc, fees will quickly gain mm smpor- 
tance, particularly for communities. because many inst- 
tutvons om the new laender are less and less subsidized 
and are mcreasingly financed through fees. But even 
higher revenues from fees cannot conceal the structural 
tax weakness, especially sence one must also take into 
account the moome situation om cast Germany 


It 1s difficult to estemate how the reorganization of public 
tasks om the new laender will affect the public budgets 
Relatively speaking. in the state apparatus of the former 
GDR many more people were employed than im the 
FRG administration. Thes was true mm particular for 
schools, colleges. and social services (on addition to the 
military and security sectors), that 1 to say. for tasks 
which om a federative system are carned out by the 
laender and communities. An adjustment to west 
German standards « probable It « postulated mm the 
proyertion that the adjustment ss not made abruptly 
Based on the situation m west Germany. more than 
900,000 persons could be employed im the new lacnder 
and ther communities, almost 550,000 of them im the 
land administrations. It 1s estemated that on an annual 
average. |.1 milhon will be employed im these mnstite- 
tons on 1991. and approxmmately | mulhbon m 1992. m 
1993 the “target” will be achneved 


Al present the mcomes im cast Germany are appro. 
mately 40 percent of mcomes om the old lacnder It is 
assumed in the projection that the difference m moomes 
will lessen thes year, and that personal spending mm 1994 
will reach about 75 percent of the west German level 


The unknown quantity im the propection is the volume of 
subsidies confronting the new laender and its commun. 
ties. According to the unity treaty, the communities are 
in charge of housing policy and promotion of nace 
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construction They must assume approammatcly three- 
fifths of the highly subsidized rental apartments The gap 
between rental revenues and actual capend:tures 1 cnor- 
mous, only one-fifth of the costs 1s covered by the rents * 
Because of the high repair needs. even large rent 
imcreases will lower the subsedy volurme in cast Germany 
only shghtly. The annual shortfall in municipal housing. 
including service of caprtal for pre-IYM loans, 1 esti- 
mated at some DM9 billron. this docs not include funds 
for promoting new housing construction. Th energy and 
transport sectors will continue to be heavily subedized 
for the tome being. But the need will shrink over the next 


Instially, the cast German communities are not con- 
fronted with an caplosive mecrease mm social assistance 
expenditures: As a rule, the unemployment and shori- 
work compensation 1s above the limit for recerving social 
assistance. However, the funding of assistance mm special 
situations (nursing care and patient assistance, help for 
the handicapped) will probably be transferred to the casi 
German communities, as 1s the case with west German 
communities, but the communities are compensated in 
part for this assistance by other sources. In the longer 
term. the communities ell be faced with burdens. also in 
connection with high unemployment. In the short term. 
the communities must make up shortfalls om the ambu- 
latory health care 


It 1s probable that the laender will particupate mm the high 
subsidy cxpenditures by granting financial aid to the 
communities In addition. there are payments within the 
framework of the municipal fiscal adjustment: As is the 
case m west Germany, the communities well receive 
from the laender allocations and subsidies. general ones 
and for a specific purpose. In west German laender. the 
funds are distributed according to specific critena of 
need and revenue-rarsing power which differ from land 
to land. their development 1s guided by the tan revenue 
of the laender. The computations presented here are 
based on a “share of tax pool” of 40 percent Accord. 
ingly. the cast German communities could capect allo- 
cations in the amount of DM? bilhon mm 199! om 1994 0 
would be DM 10 bilhon 


The laender can capect revenues from other budget 
coffers, also: In addition to moncy from the “German 
Unity” Fund, they recerve funds from the federal budget 
This concerns primarily financial aid withen the frame- 
work of jownt tasks under Article 9la and b of the Basix 
Law (construction of colleges. improvement of the 
regional cconomex structure), and financial and under 
Article 104a, paragraphs } and 4, of the Bas Law (for 
crampile, promotion of city construction, financeng of 
hospitals. financing of municipal transport. advance- 
ment of education). For 1991, DM10 bilhon are oro 
vided im the projection, this amount corresponds 
approumately to the west German per<apita level 


If ome compares projected capenditures and revenues of 
the cast German lacnder and communities. one arrives 
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at conssdcrable deficits. After the latest decisons, how- 
ever, the, will—at least murtially—bDe much lower than 
orginally expected. The deficits will more than doubic 
withen four years and will reach DMSO bilhon in 1994 
Thes raped mncrease 1s reflected mm mmuerest capenditures 
whnch—if one follows the assumptions im the proyec- 
ton—already in 1994 will appear im the accounts with 
DM? bilhon. Thes refers only to the mterest obligations 
resulteng from the use of the capital market during the 
projection penod, an imterest rate of § percent was 
assumed 


The computation also makes clear that tax revenues and 
other funds are mnsufficrent to cover the regular cxpen- 
ditures of the new laender and their communities, a part 
of these capenditures would have to be financed with 
loans. The same applies even 1 ore so to investment 
expencitures. The financial situation of the communities 
%s not much better: Under the assumptions made here 
the annual budget deficits are larger than material invest- 
ments. The investment volume assumed im the provrec- 
thon per capita 1s approa:mmately three-fourths of the 
amount invested by west German laender and commu- 
mitees. It remains far behind the need, but against the 
background of the relatively narrow budget regulations 
wnder the given circumstances i must be interpreted as 
an upper limit 


Shaping of a Public Infrastructure Program... 


In terms of magnitude, DMIS billion per year are 
postulated as additional capenditures for a public infra- 
structure program. This volume is one and one-half 
tomes higher than investments in the “status quo proyec- 
tron” (see Table |). Under capacity aspects this volume 
's not problematical, neither im the short nor medium 
term. If om the short term bottlenecks should occur, they 
would be on the administrative sector of the commun- 
tees) The keywords are msufficsent qualification im the 
area of construction and planning law. unclear property 
rights. and the lack of zoning and construction plans 
The tome required for planning. the preparation of 
construction plans and permits is also long in west 
(rer many 


it must be the arm of the program to attain a noticeable 
mcrease of municipal investments and to hold down 

profit-taking effects“ For this reason, the funds should 
either be tied to specific purposes or be granted to the 
communities in the form of subsidies requiring self- 
frnanceng. The coupling of grants with self-financing 
strengthens the lever effect of the program. But commu- 
mites. already s© deep im dett that they cannot con- 
tribute therr own funds, should also be able to benefit 
Hence a combination of funds teed to specific purposes 
and investment grants 1s recommended. whereby finan 
cially strong communities should primarily receive 


grants 
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tie’ Direct Employment Equivalent 


It « assured that about DM bulhon of the program 
volume go for equipment, and DM!2 bulhon for busld- 
ings. thes rateo corresponds to the structure of public 
investments om west Germany 


From the imput-output account for the west German 
cconomy i can be seen that half of the construction 
mvesiments go to the imtermediate input of other sec- 
tors. Those profiting from the demand for intermediate 
input are primarily basic maternals and production goods 
industnes (stone/sand construction materials. :ron- 
working industry). the steel mdustry. clectrical engi- 
neering industry. small-scale crafts. the transportation 
sector and service sectors 


It os difficult to foretell whech part of the production 
remains mm cast Germany and which part « wmported 
from west Germany or, to a small degree. from abroad. It 
1s postulated that half of the equipment and also of che 
intermediate input will be procured from west Germany 
(or abroad. respectively) it also assumed that one- 
fourth of the net product of the building industry proper 
and the finrshong trade will be provided by west German 
enterprises. Therefore. of the DMS billbcn mvestment 
volume, DM10O btilhon of the production go to cast 
Germany " 


If one wants to attribute an employment effect to the 
demand which becomes directly production-cffective on 
cast Geermany. it must be taken into account that, m the 
medium term. moome as well as productivity m the 
construction industry and mm the sectors providing inter 
mediate input will approach the level of the western part 
of Germany. At least the wage adjustment will probably 
occur more raped.y than 1s advisable from an employ 
ment polkcy aspect. This mcreases the competitive dis- 
advantages of cast German construction firms In west 
Germany a DM10 tilhon production would correspond 
to an employment equivalent of a little over 100.000 
persons. If one assumes that the adjustment of moors 
and productivity to the western level will be accom 
plished in two to three years, then the net effect of the 
corresponding employment equivalent in cast Crermany 
for a production of DMI!0 bullbon can be estemated at 
approumately | $0000 persons 


Induced Effects of the Program 


In addition to these direct em loyment effects, other 
efiects are induced To compule them requires the use of 
an econometric mode! This usual method cannot 
applied here. however, wnce there are no rehable data for 
east Germany Furthermore. the cast German cconomy 
is undergoing a serous reorganization Therefore. a 
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broadly secured prognosis and simulation of direct and 
indirect effects of infrastructure investments 1s not pos- 
sible. 


One also cannot reliably estimate the import elasticity 
for the new laender. The DIW national accounts for the 
second half of 1990 show a ratio of imports to gross 
national product of 65 percent for east Germany; in west 
Germany it was 35 percent. If one takes into account the 
importance of rents, postal, transport and other services, 
one must assume a very high import dependence of the 
“freely disposable” part of household incomes. Even if 
the range of goods and services becomes clearly 
improved in east Germany, the expense multiplier in 
east Germany will hardly be greater than One in the near 
term. 


Under present conditions the assumed additional pro- 
duction in the amount of DM10 billion, and the ensuing 
higher incomes, will cause additional consumption 
demand; but this will be directed at east German prod- 
ucts only to a relatively small extent. Therefore, in west 
Germany the demand created by the infrastructure pro- 
gram (exports) will rise not only to the extent of direct 
preliminary work and production, but also “in the 
second round” through consumption demand from 
higher incomes. 


A precise quantification of the additional exports is not 
possible. According to rough estimates, the employment 
effect of the consumption demand induced in east Ger- 
many amounts to 50,000 persons at most. Together with 
the primary effect of 150,000 persons, the infrastructure 
program in east Germany will have an employment 
effect of 200,000 persons maximum. In addition, such a 
program will improve local conditions in east Germany, 
hereby also increasing incentives for private investors. 
Employment effects tied to this can hardly be quantified, 
but probably will not be insignificant. 


Overall Economic Effects in West Germany 


The effects of the infrastructure program in west Ger- 
many can be described as follows. On the one hand, 
expansive effects will occur due to higher exports to the 
new laender, and on the other, there will be contractive 
effects when taxes are increased. The net effect is being 
ascertained with the aid of the DIW version of the 
econometric business cycle modc! of the economic 
research institutes. It models the essential overall eco- 
nomic interdependences. The reaction of economic enti- 
ties is estimated on the basis of the present economic 
structure and behavior patterns derived from the past. 
Financial aid to the new laender is recorded in the model 
as transfer of property to a “foreign country,” the 
increased deliveries as exports. Since the model's prog- 
nosis horizon stretches only to the end of 1991, the 
respective simulations are carried out for the period 
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1988 to 1991. In the basis variant the economic devel- 
opment is simulated without the impulses previously 
described. The alternative simulation contains these 
impulses. 


As mentioned previously, the estimate of exports to the 
new laender, caused by the infrastructure program, is 
uncertain. This is taken into account through a spread 
of additional exports. As the lower limit, DMS billion 
annually are postulated, DM10 billion as the upper 
limit. 


Of the possible financing alternatives, financing on 
credit and—alternatively—an increase in direct and 
indirect taxes are simulated. In the case of direct taxa- 
tion, DM10billion are to come from employees, and 
DMS billion from employers. Table 2 shows the simula- 
tion results, as average percentage deviations between 
the basis simulation and the alternative simulation. With 
financing on credit, there are positive growth and 
employment effects in west Germany, also, while in the 
case of increased direct taxes the expansive and contrac- 
tive effects balance out approximately. An increase in 
indirect taxes, on the other hand, leads to a loss of 
growth despite higher exports if they are immediately 
passed on to prices. Not taken into account are possible 
processes of passing on costs or turning them back in 
case of an increase of direct taxes. Simplified, nominal 
private consumption is used as the basis of assessment; 
in the case of tobacco taxes, the tax burden is borne 
exclusively by private consumers, while in the case of the 
mineral oils tax, industry and in part public authorities 
also have to pay. 


In general it can be noted that despite the postulated 
spread for exports to the new laender, the deviations of 
the most important variables are relatively small. In the 
case of financing on credit, through increased exports 
all other areas of use are influenced positively. The 
effect of demand has a direct influence on investments, 
and higher disposable incomes are the trigger for pri- 
vate consumption. Price effects stay within narrow 
limits; they are induced through somewhat higher wage 
agreements as a consequence of the improved economic 
development. Gross and net incomes of the enterprises 
rise more strongly than those of employees. The 
number of employed in west Germany increased by 
40,000 to 80,000 persons. The financing position of 
public authorities deteriorates steadily, debts overall 
rise by over DMSO billion. Relative to west Germany, 
the future financial policy leeway will thereby be 
restricted. One must take into account, however, that 
the expansive effects triggered in cast Germany—at 
least on paper—will lead to higher tax revenues and 
social insurance contributions. The simulation “pro- 
duces” only minor interest rate increases, but the 
interest effects are possibly underestimated by the 
model. 
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Table 2 
Overall Economic Effects of an East German Infrastructure Program on West Germany” 
Differences Compared to Status Quo in Percent 






















































































(four-year average) 
Financing through 
Borrowing Direct Taxes Indirect Taxes 
Lower Limu Upper Limn Lower Limit Upper Limu Lower Limit Upper Limit 

Employed Per- 0.1 03 - 601 0.1 - 0.2 0.0 
sons 
Productivity per 0.1 0.2 - 00 0.1 - 03 0.2 
Employed Person 
Gross Domestic 0.2 0.5 - 01 0.1 - 04 - 02 
Product. real 

Private Con- 0.1 0.2 - 0.7 - 06 - 13 1.2 
sumption, real 

Natronal Con- 0.1 02 - 01 0.0 - 02 - 0.1 
sumption, real 

Fixed Invest- 03 0.5 - O01 0.2 - 06 04 
ments, real 

Equipment 05 1.0 0.2 0.3 - 11 - 06 
Investments, real 

Construction 0.1 0.1 00 0.0 - 02 6.1 
Investments.real 

Exports, real 06 1.2 0.6 12 06 1.2 

imports, real 04 08 0 0.2 O+8 04 
Gross National 03 0.7 - 02 0.1 09 1.2 
Product. nominal 
Price Indes of 0.1 0.2 - 00 00 1.7 18 
Private 
Consumf son 
Price Indes of 0.1 0.2 0.1 0.0 13 14 
GNP 
Gross Income of 03 0.7 0.2 02 0.7 10 
Employees 
Gross Income of 06 12 0.2 0.7 046 0.0 
Employers 
National Income 04 O88 0.1 03 03 0.7 
Net Income of 046 1.3 O8 0.2 06 - 00 
Employers 
Net Wages and 03 06 ~ 17 14 0.5 o8 
Salanes 
Standard Wages 0.2 04 - 01 0.1 1 1.3 
Unit Wage Costs 0.1 0.2 - 0) 0.0 11 1.2 
Informational 
Moncey Market 0.1 0.1 - 01 - 00 0.2 0.2 
Interest (in per- 
centage points) 
Capital Market 0.0 0.1 - 01 - 00 0.1 0.1 
Interest (in per- 
ceniage pornts) 
Employed Per- 40 80 . 0 20 - 0 10 
sons (in thou- 
sands) 
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Table 2 
Overall Economic Effects of an East German Infrastructure Program on West Germany” 
Differences Compared to Status Quo in Percent 
(four-year average) 
(Continued) 
Financing through 
Borrowing Direct Taxes Indirect Taxes 
Lower Limit Upper Lima Lower Lamu Upper Lima Lower Lamu Upper Lim 
External Contn- 2.5 5.0 6.1 86 16.1 18.7 
bution (in bilhon 
DM) 
Public Financing - 14 - 13 -3 ! l 
Balance’ (in bil- 
hon DM) | 




















" The simulations were carned out for the years 1988 through 1991. As lower and upper lumits. DMS billhon and DM10 bilhon. respectively were 
assumed for additional (nominal) exports to cast Germany. The DM15 billion of additional property transfers by the government to the new 
laender are esther financed with credit, an increase in direct taxes (DM 10 billion for employees. DMS billhon for employers), or an mncrease in 
péwect taxes. In the latter case, an ummediate, complete passing on to prices 1s postulated 


Deficit increase 


Source Simulations with the DIW version of the econometric business cycle model of the economic research institutes 





In the case of financing through direct taxes, the 
employed carry the greater burden, both in absolute and 
also in relative terms. Their net incomes compared to the 
status quo decrease by 1.4 to 1.7 percent, while net 
profits detenorate only slightly. 


With financing through indirect taxes, the real problem 
lies in passing on the tax burden to ultimate consumer 
prices. It depends above all on the business climate. The 
attempt to compensate for the tax-induced price 
increases through higher wage agreements pushes up 
price effects; ultimately, unit wage costs go up. That 
results in negative influences on international competi- 
tiveness, although exports are not subject to the value- 
added tax. But within the framework of the model 
simulations these influences are not included, nor pos- 
sible reactions by the Deutsche Bundesbank if it should 
try to counteract the government-induced price increases 
through a contractive monetary policy. It 1s less the 
asocial distribution effects, but rather the induced price 
effects with their consequences which make an increase 
in indirect taxes problematic. 


Lower import prices would be favorable for an increase 
in indirect taxes. Should oil prices drop significantly 
after the end of the Gulf war, then the petroleum tax 
could be raised without simultaneously triggering an 
acceleration of the domestic price upsurge. This would 
have the positive side effect that energy would continue 
to be used thriftily. 


Conclusion 


The possibilities for the government to cushion the 
profound structural crisis of the east German economy 
are limited. In addition to the tools of advancing private 
investments, the government has above all the lever of 
rapid improvement of the infrastructure supply. That 
would stabilize demand, employment and income. If 
benefits are paid for shorttime work and unemployment, 


stabilization also takes place, but the positive supply 
effect 1s lacking. The decisive advantage of infrastructure 
expenditures consists in the fact that the quality of local 
conditions will be improved and that the prerequisites 
are created so that the old enterprises can better hold 
their ground in interregional and international competi- 
tion, and that new enterprises are willing to settle there. 
This is all the more true, the more projects are promoted 
that are “related to industry.” 


On the basis of the structure of the intermediate input 
interlinkage and comsumption preferences in east Ger- 
many, it cannot be expected that an infrastructure offen- 
sive in east Germany will lead there, too, to the fullest 
extent of production, employment, and income effects. 
A not insignificant portion of demand will probably go 
to west Germany. Sull, under the assumptions made 
here, the employment effect in east Germany is esti- 
mated at up to 200,000 persons 


For west Germany, measured by the overall economic 
production effects, financing on credit would be prefer- 
able. It would be linked to expansive effects, although 
the “self-financing ratio” appears small, since a large 
part of the overall economic effects occurs in east Ger- 
many. Their consequences on public budgets in east and 
west can be estimated only very roughly. Because of the 
much lower rate of levies in east Germany, one can count 
on only DM3 billion to DM4 billion. However, one must 
not underestimate the effect of rising burdens of interest 
ratios on future financial policy leeway, since the public 
budgets already show high financing deficits. 


In case of a tax increase, 1t should be direct taxes that are 
raised, because then the net effect of the west German 
financing contribution to the economic buildup in the 
new laender would be greater than in the case of indirect 
taxes which would more heavily affect east German 
consumers with their low incomes. Of indirect taxes, 
with falling oi! prices preference should be given to 
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raising the petroleum tax. A tax-financed infrastructure 
program brings about a positive employment effect for 
west and cast Germany, approximately 150,000 people: 
in the case of financing on credit, it would be up to 
100,000 more. The latest coalition decisions—a sur- 
charge on the wage and income tax and raising the 
mineral oils tax—are congruent with these recommen- 
dations. Full participation of the new laender in the 
turnover tax and the government's waiver of its share in 
the fund have improved the financial situation of the 
laender in the short term, but not in the medium term. It 
remains open, however, whether an infrastructure offen- 
sive in east Germany will be started with the added 
revenues. Also undecided is the financial provision of 
east German communities, which hold the leading role 
for public investments. 


FOOTNOTES 


|. This report is based on a report by DIW for the 
Hans-Boeckler Endowment: “Ein oeffentliches Infras- 
trukturprogramm fuer Ostdeutschland”™ [A Public Infra- 
structure Program for East Germany]. Editors: Dieter 
Vesper and Rudolf Zwiener, Berlin, February 1991 
(unpublished manuscript). 


2. Compare Bernd Bartholomai and Manfred Melzer: 
“Kuenftige Perspektiven des Wohnungsbaus und der 
Wohnungsbaufinanziecrung fuer das Gebiet der neuen 
Bundeslaender™ [Future Prospects of Housing Construc- 
tion and Financing of Housing Construction for the 
Territory of the New Federal Laender]. Report by DIW 
commissioned by the Association of Public Banks, 
Berlin, November 1990. 


3. This includes a share of the intermediate input for 
equipment. A direct comparison with west German 
input-output analyses is not possible, primarily because 
the “import share” of the east German economy must be 
assessed as very high. 


* Initial Successes With Housing Privatization 


9IGE0231A Hambure DER SPIEGEL in German 
8 Apr 91 pp 112-115 


[Unattributed article: “Where There Is a Will, There Isa 
Way: Saxon Town Begins Selling its Apartments Cheaply 
to Tenants, Dresden To Follow Suit"’] 


[Text] Despite his age, janitor Horst Grossmann, 64, 1s 
tempted by the great adventure: With a loan from the 
bank, he intends to become the owner of his apartment 
in Freital near Dresden—not that the building appears 
much of a prize. 


Grossmann and his wife Ruth, 66, live in the new 
residential district of Zauckerode, Ringstrasse 3a. Their 
four-room apartment is on the third floor of a typical 
GDR rabbit warren constructed from cement blocks: 
Drafty, noisy, and badly insulated. Stull, Grossmann 
wishes to utilize the “first real opportunity” of becoming 
an owner. 
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Grossmann admits that all this is “new and unexplored™ 
as far as he 1s concerned. However, many other Freital 
residents are also willing to risk their meager savings. 
Almost 4,000 tenants have applied to the municipal 
Privatization, Housing Construction, and Administra- 
tion Company mbH (Priwo). Another 50-80 interested 
parties call at its offices every day. 


It 1s easy to see the attraction. Hardly anywhere else in 
Germany are tenants able to acquire a home that 
cheaply. Each square meter ts to cost an average of 100 
German marks [DM], one-twenticth of the minimum 
price asked in the west. The Grossmanas, therefore, 
would have to pay about DM7,500. 


Priwo manager Johannes Viethen, 27, is the one who 
calculated the desirable price. This business graduate 
from Dueren near Aachen thought up an exemplary 
model for the rehabilitation of housing, a model that 
could well be adopted for many apartment buildings in 
the former GDR. In Viethen’s words: “Where there is a 
will, there 1s a way.” 


By now other cities want to follow suit. The Freital 
model even convinced the city assembly of neighboring 
Dresden. On Thursday last, the Union caucus and the 
DSU [German Social Union] in the Saxon capital 
adopted a resolution aimed at preparing the adoption of 
the Freital initiative. According to this resolution, 
75,000 municipaliy owned apartments are to be sold to 
sitting tenants as quickly as possible. 


The cities in the east are crushed by the debts inherited 
from the municipal housing enterprises. The rents are so 
low as not even to cover heating bills. After reunsfica- 
tion, city administrations were not able to commission 
the repairs most urgently needed to preserve the dilapi- 
dated apartment blocks. 


The politicians in Bonn are now also aware that uncon- 
vential approaches are required. Matthias Wissman, 
economic spokesman of the Union caucus, suggests not 
just selling but actually “giving away™ eastern apart- 
ments to the tenants—if “enormous investments are 
necessary by virtue of the buildings being in a poor 
State.” 


Viethen in Freital has demonstrated how privatization 
may be made to work. He got the approval of ail parties, 
ranging from the DSU to the PDS [Party of Democratic 
Socialism], and persuaded the banks to consider uncon- 
vential loan offers. Even the usually very cautious con- 
struction agencies are in favor. 


Freital, a kreis city, owns some 11,000 apartments They 
carry a debt of DMS2 million. With a DM8 muilhon 
budget, the city does not have enough moncy to nay the 
interest charges—DM2.6 million per annum. 


The sale to residents offered the only possibility for 
preventing the buildings from being snapped up by 
sharks from the west. Unfortunately, the residents tsu- 
ally have insufficient means. 
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Viethen therefore began by persuading the Freital credit 
institutions to lend the money needed (up to DM25,000) 
to tenants without the usual guarantees. Buyers are 
obligated to spend that money on the rehabilitation of 
their apartments. The Freital model thus provides a 
powerful impetus to the local economy. 


Heating systems need to be renovated, thermostats 
installed, and windows insulated. Builders’ merchants, a 
window factory, anja cable producer intend to settle in 
the Freital commercial area. Two companies from 
Baden-Wuerttemberg are interested in acquiring the 
municipal construction yard. 


The 43,000 Freital residents are beginning to hope, 
because Viethen has cut the knot of administrative 
regulations. Yet some resistance to the fire sale continues 
here just as in Dresden. 


Peter-Michael Gerhardt, head of the Dresden Asset 
Management Office, objects that “though they are all 
jubilant, Freital’s actions amount to a violation of the 
law.” Paragrapg 63 of all budget ordinances forbids the 
sale of municipal property bv :ow its assessed value. 


Up to now almost all proposals for privatizing publicly 
owned property have been frustrated by this provision, 
devised specifically for cities in the west. Yet, according 
to the Treaty of Union, local authorities are supposed to 
get rid of their housing stock. Furthermore, Victhen says, 
the enormous debt loads of the cities mean that it is 
hardly proper to consider them assets—in fact they are 
habilities. 


The privatizer is not afraid of tackling Theo Waigel, the 
Bonn finance minister. If the Christian Socialist were to 
hold Freital liable for financial losses incurred by selling 
property below book value, Viethen says, “we would 
present the bill for the many millions that are supposed 
to be arriving here from Bonn.” 


The Priwo chief, initially sent to Dresden as the branch 
manager of a Japanese electronics corporation, is not 
much impressed by the objectors. 


Before dividing up a housing block, for instance, he 
needs a so-called completion declaration. This document 
certifies that each housing unit conforms to the present 
requirements with regard to fire safety, noise and heat 
insulation. 


In terms of western DIN [German industrial standard] 
norns, hardly any of the Freital residential blocks would 
obtain such a certificate. According to Viethen, due to 
the eastern light construction method by which building 
blocks were quickly put down on unprepared sites, “here 
in the east hardly any apartment is properly finished.” 


The consequence: Buildings could actually sold off only 
in toto to well-capitalized westerners. Tenants would be 
at the mercy of speculators, and the officially encouraged 
privatization programs voided. The Freital sellers intend 
to comply with building regulations as well as they are 
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able. In ail other respects, the competent agencies are 
firmly resolved to proceed generously. 


The land government, headed by Kurt Biedenkopf 
(CDU [Christian Democratic Union]), approves of this 
highhandedness: Social Minister Hans Geisler (CDU) 
has accepted the chairmanship of the Priwo supervisory 
board. Westerner Viethen who put up posters for 
Biedenkopf and the CDU at the time of ‘the elections, 
needs this protection by the highest in the iand to be able 
to carry on his project. 


At this stage, the Freital experiments could fail only if 
the tenants were to get cold feet. Unemployment is 
rising, many are afraid to accept more financial commit- 
ments—“unreasonable,” the model's inventor cails it. 
Viethen comments: “Anyone getting in trouble may 
return his apartment,”—he would then pay rent as 
before. 


Nevertheless, when walking about in the buildings, the 
Priwo chief often meets with hesitant residents. Volkmar 
and Erika Kreh, for example, inhgabit 75 square meters 
in one of the few renovated houses in Freital. They are 
still paying DM65 per month rent. They accept the 
inconvenient heating by briquettes and the (once again) 
poorly insulated windows. They would prefer for every- 
thing to stay as it 1s. 


Viethen has calculated that those who buy now will soon 
live more cheaply than renters. Average monthly pay- 
ments for the new owners will amount to about DM1 50. 
From the fall of this year, tenants will consider this a 
dream price. Yet, Joachim Kuntke and his wife Daniela, 
at 209/E Dresdner Street, still have reservations when 
Viethen knocks at their door. Both are on reduced work 
hours and prefer to hang on to their money. 


The foundations of the apartment building are crum- 
bling, the tiles in the bathroom are falling off the walls. 
The dream of a home of one’s own looks very different. 
“The best,” Kuntke says, “would be a one-family home.” 


* Security Head Cites New Threats, Missions 


9IGEO208A Berlin JUNGE WELT in German 
1S Mar 91 p 3 


[Interview with Dr. Eckart Werthebach, president of the 
Federal Office for the Protection of the Constitution, 
BfV, by Hendrik Thalheim; place and date not given: 
“We Must Be Ready for Attempted Assassinations”) 


[Text] [Thalheim] The cold war is over. The conflict with 
the GDR has been placed in the files. Terrorist actions 
are not comparable to those of the 1970's and 1980's. Is 
the Federal Office for the Protection of the Constitution 
(BfV) collapsing because of the diminishing tasks? 


[Werthebach] The situation has changed. There can be 
no doubt. But the BfV is not becoming superfluous. Just 
as before there are right and left extremist groups that are 
detrimental to the basic liberal-democratic order. The 
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orthodox communists of the German Communist Party, 
who were previously financed and led from a distance by 
the SED [Socialist Unity Party of Germany], have 
become less significant, but the so-called New Left, or 
the right extremist potential, has hardly been affected by 
the relaxation of tensions between cast and west. In the 
area of espionage we have the latent danger of the agents 
of Ministry for State Security (MfS), who have not yet 
been unmasked and who can be activated by other 
intelligence agencies, above all by the KGB. And the 
RAF [Red Army Faction] terrorists did not reveal their 
ability to act until 13 February with their demonstrative 
attack on the U.S. Embassy in Bonn. We have to be 
ready for new assassination attempts. Preventing this 1s 
the first duty of the office. On the other hand, I am not 
as worned now about Saddam Husayn’s proclamations 
during the Gulf war. But we are in no way immune to 
fanatic individual actions from the Arab area. 1 am sorry. 
but there 1s enough for the BIV to do 


[Thalheim] Your colleagues in Lower Saxony and 
Schleswig-Holstein see things a little differently. Per- 
sonnel there are being reduced 


[Werthebach] We are legally charged with gathering 
information on actions against the basic free-democratic 
order or against the security and the stability of the 
federation and of the laender. I can do this in accordance 
with my political concept with a total of X or with half as 
many. The land offices are legally charged with cooper- 
ating with each other and with the Federal Office with a 
sufficrent number of personnel. But there 1s of course an 
area in which political pudgments are made 


[Thalheim] In the new laender the establishment of the 
BfV 1s resented by the citizens. How do you intend to 
meet this distrust” 


[Werthebach] I regard the establishment of democrat:- 
cally legitimate and controlled offices in the new laender 
as an important task. I can only seek confidence. It must 
be made clear to the citizens that the land offices of the 
BfV can only act on the basis of precise, legal regulations 
that set their tasks and adove all their powers. Before this 
year 1s out the laws should be passed in the laender. the 
offices could immediately be legally established on the 
basis of the organizational decree, without however 
giving these offices the mght of intervention against 
citizens. For from our point of view there are significant 
information gaps in the new laender 


[Thalheim] What gaps” 


[Werthebach] At the moment above al! in the rght- 
extremist area. The excesses of the militant right extrem- 
ists, which are well-known from the media, are devel- 
oping. in my opinion, more brutally than those of the 
neo-nazis and skinheads in the west. Besides this, right 
extremist groups such as the NPD [National Democratic 
Party of Germany] or also the DVU [German People’s 
Union] are attempting at not a little expense to spread 
out into the new laender. Left extremist groups as well 
from the old laender—for example, the autonomous 
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movement, anarchists, Trotskyites, or Marxist groups— 
developed contacts early on in the cast and tried to gain 
a firm footing there. We must be there at the beginning 
in order to get better access. 


[Thalheim] In the establishment of the BfV in the new 
laender there are a few absurdities, such as in Saxony- 
Anhalt, where fired Lower Saxon BfV agents have come 
into responsible positions. Citizens’ mghts representa- 
tives complain that the establishment 1s taking place 
partially without public and without parliamentary con- 
trol 


[Werthebach] The establishment of the new constitu- 
tional protection offices 1s in fact a very sensitive matter. 
It should be—as far as possible—under parliamentary 
supervision from the beginning. In view of the special 
situation im the new laender, |, at any rate, advise my 
colleagues to try to get a broad consensus from the 


beginning 


[Thalheim] The federal office 1s supposed to have 
announced a law of amnesty for the Main Admunistra- 
tion for Intelligence Collection (HVA) of the MfS. But 
there have been strong protests from al! political areas 


[Werthebach] | think that the question of a partial 
amnesty for the espionage crimes that came about 
because of the division have been exaggerated in impor- 
tance in public discussions. The arguments have been 
made. Now it 1s up to the politicians 


[Thalheim] The unknown 400 to $00 probable Stasi 
agents are officially considered to be a constant security 
risk. Are there signs that the KGB 1s making use of them”? 


[Werthebach] We have definite proof of this 


[Thalheim] It 1s said of the BIV that it 1s casting furtive 
glances at the Stasi personne! dossiers that are in the 
custody of the Gauck offices. What does the BfV want 
with these documents” 


[Werthebach] | sat in on the committee established by 
the de Maiziere government for the dissolution of the 
MfS/AINS [Office for National Security]. Therefore | 
have a relatively thorough idea of what material there is 
there. The so-called victim documents, the six million 
personal dossiers, are of no interest to the BIV, because 
in my understanding of the law and of the constitution 
this information was gathered by unconstitutional 
means 


[Thalheim] What documents are you interested in, then” 


[Werthebach] First of all those that give information on 
connections between the MfS and international terrorist 
groups that came into existence through the mediation of 
the Politburo of the Central Commitice of the SED 
These were not just conversations, there was also action 
Terrorists were trained in the ex-GDR as guerrillas and 
provided with weapons. | am afraid that there may still 
today be such terrorist nests in the new laender. The 
government cannot, in my opinion, afford to ignore this 
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existing information. Second, I have concrete informa- 
tion that there is still HVA material that could tell us 
aboui agents who are still holding out in government 
positions, parties, or in industry. Only this documentary 
material, and it could be prescreened by the Office of the 
Special Representative, is of any interest to us at all. 


[Thalheim] And the security checks? For them you have 
to get to the personal dossiers, don't you” 


[Werthebach] Mr. Gauck’s office does not intend to 
completely close off the documents for security checks, 
but it will not give information to the Office for the 
Protection of the Constitution as the appropriate office 
for security checks. The compromise was that the highest 
federal or land office in each case should request infor- 
mation. As the Director of the BfV, I must say, however, 
that the Federal Cabinet has entrusted the BV with such 
security checks. We make requests to the BKA [Federal 
Office for Criminal Investigation] or the Federal Central 
Register. But when the legislature determines that 
instead of the Office for the Protection of the Constitu- 
tion, for example, the Federal Minister of the Interior is 
to request information of the Gauck office, I must accept 
this 


* Consumer Loyalty for Eastern Goods Returning 


9IGE0234A Dresden SACHSEN-SPIEGEL in German 
22 Mar 91 p 2 


[Article by Michael Bartsch: “Our Stuff Is No Worse: A 
Market for Eastern Products Is Discovered” ] 


[Text] The children do not want pasteurized southern or 
western milk, they want their old eastern milk in bottles. 
which still has the taste of the cow. They do not want any 
bland Dutch tomatoes and would rather stick with their 
proven soft-serve ice cream. Their parents drink Rade- 
berger once again and whisper to each other where jars of 
mixed stewed fruit can still be found on the shelf for 69 
Pfennigs. 


Approximately three-quarters of a year after the cur- 
rency umon, after the wholesale trade lists of goods that 
subjected local products to a boycott, nostalgia for ugly 
and simple things that were once familiar 1s blossoming. 
The demand for these familiar products has been unbri- 
died at the retail markets heid by local merchants every 
Friday in front of the Dresden Public Health Museum 
since this time. The organizers of the New Forum, who 
found little support for this idea at the time, tell of 
10,000 to 12,000 customers who want to get their hands 
on four jars of fruit marmalade or a Ziphona record 
player for 50 German marks [DM] directly from the 
truck 


How shortsighted the behavior of the wholesale trade 
suddenly looks from a market strategic position that has 
always tried to justify its behavior with its own fight for 
sury val. Of course, the large chains from the West have 
forced their subsidiaries to accept their products and 
have undercut our market with price reductions of up to 
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40 percent. Didn't anyone notice that our seemingly so 
undesirable and low quality goods can also be sold” 


However, this was noticed late. This does not refer to the 
military artifacts dealers around the Brandenburg Gate. 
For example, a warehouse as large as a supermarket in 
Witterda, in Thuringia, is successfully offering supposed 
“yunk from the zone™ at low cost. AKA Elektnk from 
Ruhla—the only manufacturer of bicycle generators in 
the GDR to date—showed how it should not be done. 
Sporting a slogan, “Learning From the West Means 
Learning a Con Game,” and a new company name, it 
attractively shrink-wrapped its top of the line product— 
that really never lasted longer than a dark winter and 
would have earned extinction from the market—and 
tossed it in the bicycle supplies compartment. Of course. 
it was 10 Marks more expensive, the well-known racing 
bicycle generator headlight. 


By contrast, the “Neue Laender Einkaufskontor 
GmbH.” unveiled in the Dresden Blockhaus on March 
14 as a subsidiary of the “Neue Laender Beteiligungs- 
AG” must look spectacular and like a step in the nght 
direction. Business people recognized late—already too 
late for numerous companies—that Easi German prod- 
ucts can be helped more—and moncy can be earned at 
the same time—with organized marketing than with 
public assistance. And one is hardly astonished to find 
former wholesalers as stockholders; for cxamplie, Peter 
Stoehr from Karl Marx City, from the textile and small 
hardware trade, now managing director of VERTEX 
GmbH there. 


Of course, the talk at public relations banquets of this 
type—bolstered by a big buffet and Meissner Tra- 
miner—tends to be more fraternal and sisterly. Espe- 
cially, since the head of the Department of Trade in the 
Federal Ministry of Economics was present with Her- 
rmann Joerissen, even though Kurt Biedenkopf did, in 
fact, not appear. However, the talk was more blunt in a 
conversation with Kiemens Nichues, Chairman of the 
Board of Directors, “We are marketing very hard. We 
are not concerned with any socialist alms’ Marketing 
with former GDR products? It was said in the west long 
before any unification agreement that, strictly speaking. 
one does not need a single GDR company. The east can 
be fully supplied with slight capacity expansion 


The Tandem Effect 


Now, however, thanks to a modified mass-psychological 
fundamental viewpoint, there 1s at least a domestic 
market for Cenigrated and apparently also feared prod- 
ucts once again. Georg Schumann, managing director of 
the former “Exzellent-Mieder” [foundation garment 
manufacturer] in Zeulenroda, speaks on behalf of many 
when he calls to mind that one-tenth of the article supply 
on the market of the old Federal Republic came from his 
company. Of course, subsidies and dumping prices are 
now eliminated. However, the marketing opportunity 1s 
present, and clever co, .petitors from the west now sense 
the gap in the cast and are gearing up to make the 
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products marketable—with the deliberate image of a 
“new laender product” label that was registered as a 
Quality seal. 


Calmly observed, sharp dealers now want to cash in on 
this cast image; concurrently, they thus rescue innumer- 
able jobs and entire industry branches—the ambitious 
intercession of manufacturers proves it. A tandem effect 
with psychological impact, which would have inspired 
the blessed Bert Brecht, were he still living, to compose 
an ode, “In Praise of the Market Economy.” 


In the event that everything goes according to plan. The 
Ei:nkaufskontor, founded on 11 March, hopes to incor- 
porate six wholesalers in the next few days. The Trust 
Agency has indicated that it is favorably disposed. In 
addition to the wholesale trade, marketing as a service 
provider for small- and medium-size companies, as well 
as a network of 40 retailers, is supposed to form the 
further bases. The initial focal point is found in the dry 
goods and hardware trade as well as former “industrial 
goods.” It 1s said to be planning to enter the grocery 
market, also. Twelve stockholders—half of them eastern- 
ers—are contributing DM2 millions in base capital, 
whereby the anticipated 1,500 employees are to become 
25-percent shareholders. 


What is supposed to be achieved? Sales opportunities for 
“New Laender™ products are supposed to be opened by 
utilizing existing product associations, and a quality seal 
is supposed to be made from the emblem of these goods. 
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Design and packaging play a big role here, and the focal 
point 1s supposed to be an environmentally fnendly 
image. Of course, this 1s not done without a marketing 
analysis. It 1s uniformly determined that demand 1s 
present. And one hopes to find a sufficient number of 
quality suppliers offering profitable producer prices. “I 
don't hope, | know that they exist,” Director Kiemens 
Niehues states laconically. He sought out his people 
exhaustively in the entire former GDR 


Advertising Campaign Will Follow 


The 38-year-old must have done this more professionally 
than the KONSUM Cooperative with a similar failed 
attempt. A large scale advertising Campaign 1s now tn the 
offing. Confidence in our products is supposed to grow 
again. Converts are supposed to be won back. The good 
will of the Federal Ministry of Economics has been 
indicated, even if Herrmann Joerissen was reserved and 
pledged support to only one company. The idea will 
probably set a precedent and politics depend on plu- 
rality, as explosive as this debut may be 


Nonetheless, one would have desired a small token of 
appreciation from Saxony for this stimulus which espe- 
cially harried indigenous manufacturers celebrated as 
trailblazing. There was brisk interest at the sizable event, 
too. Insiders attribute that to broad skepticism toward 
spectacular new establishments in the country. Probably 
no one has grasped the possible magnitude of this idea 
“In the East, no one trusts anybody...” 
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Council Rules Corsica Bill Unconstitutional 


LDOQOS 145291 Paris Domestic Service in French 
1500 GMT 9 May 91 


[Text] The Constitutional Council has just ruled that 
Article One of the bill on Corsica which mentioned the 
Corsican people as a component of the French people is in 
conflict with the Constitution. In a communique the 
Council considers that France 1s, as stated by Article Two 
of the 1958 Constitution, an undivisible, secular, demo- 
cratic, and social republic which guarantees the equality of 
all citizens before the law whatever their origin. 


Communist Leader Reviews 10 Years of Mitterrand 


LDO905090191 Paris Domestic Service in French 
1100 GMT 8 May 91 


[Excerpts] On the subject of the anniversary [of Muitter- 
rand’s 10 years in power] the communists— who have been 
very discreet up to now—have abandoned their reserve. 
Georges Marchais himself gave an assessment of the 
decade when speaking to [correspondent] Simon Tivolle 
The secretary general of the Communist Party considers 
that, on the whole, the results are not really positive 


[Begin recording] [Marchais} | reason as the French 
people reason. Today the people who voted for Francois 
Mitterrand make a judgment and say: compared to what 
we were promised, look at what we have gotten. Has 
everything been negative? At the outset, no: The condi- 
tions were established to do better than we had done in 
the past, in history. Now, today, one is forced to ask: Are 
there more or fewer unemployed? Francois Mitterrand 
had said: I shall reduce the number of unemployed by a 
millhon—and there are a million more. [passage omitted] 


Consequently, the result 1s not positive. It 1s a result 
which I would term the result of commitments which 
have not been kept and this unquestionably causes deep 
disappointment among those who had so many hopes in 
1981. [passage omitted] 


[Tivolle] On the subject of the political alliance, 1s the 
strategy of the joint program a failure in your opinion” 


[Marchais} Yes, that 1s what we have said. It was a 
mistake when all 1s said and done but it was a bad policy 
which had been implemented for several decades. More- 
over, | would point out to you that today we are ready to 
assume our responsibilities with the Socialist Party in 
order to progress toward a change of policy, of govern- 
ment, of society—we are not renouncing the alliance 
with the Socialist Party—but not in the conditions of the 
joint program. In this country there has been no policy of 
progress for 70 years in the absence of a strong and 
influential Communist Party. [end recording] 
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* Europe Called L pon To ‘Save’ Electronics 
YIESO670A Paris ' (BERATION in French 9 Apr 9! 
pp 12-13 


[Interview with Frederic D'Allest, general director of 
Matra, by Gilles Bridver and Pau! Loubere. place and date 
not given: “Matra—A Continent To Protect Its Rear 
Flank” —first two paragraphs are LIBERATION introduc- 
tion] 


[Text] For Frederic D'Allest, the general director of 
Matra, only European accords will save electronics firms 
from Amencan domination 


Matra’s General Director Frederic D'Allest foresees 
huge high-technology markets in Europe—both in the 
military and civilian sectors. And to compensate for his 
modest group size and expand his market abroad. he is 
not afraid of contemplating mergers 


[LIBERATION] Will the military electronics manufac- 
turers make Europe” 


[D*Allest] It is not our business to set state policy, but we 
do believe it 1s possible to match up relative strengths 
That, for instance, 1s one of the main lessons we are 
learning from the Gulf war. There is a consensus on one 
point: the computer and command systems and the 
information processing employed played a primordial 
role in the crisis. Aside from the Gulf crisis, all imagin- 
able conflicts will certainly involve several allied country 
forces. We think that space technology could play an 
increasingly important part, whether in terms of com- 
mand systems, intelligence systems, or cavesdropping— 
in short, electronic warfare 


[LIBERATION] Has the United States become the 
master of the game” 


[D'Allest] No. Take the case of missiles. Today most 
European countnes are equipped with American air-to-air 
missiles. For air-to-air missiles, Europe—outside of France 
and and to a lesser extent England—buys everything from 
the United States. ft 1s a market worth 30 to $0 billion 
French francs [Fr]. if we had solid industrial accords with 
a few big European groups, we could open up the market to 
collaboratively-produced weapons. This 1s especially truce 
of air-to-air missiles, which we want to make portabic, not 
only on Dassault planes, but also American, British, or 
Swedish planes. Great Britain, for instance, intended to 
purchase American short-range Asraam missiles. By 
pleading our case and aflying ourselves with the GEC 
group—our partner in space products—we were able to 
respond to the British Ministry of Defense's bid invitation 
in competition with the Americans. If we win the contract. 
we will be able to consider an organization stronger than a 
commercial group. Germany 1s going to update the weap- 
onry of its Phantom F4 planes and we are secking 
designs—in cooperation with Dich!, with whom we are 
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already collaborating, and Dasa. the Daimicr group's acro- 
naulics and space subsidiary—in order to present the 
German Aw Force with an alternative to American murs- 
siles 


[LIBERATION] Plans to tighten tees with the German 
group Daimicr seem to have stalled compictely 


[D’Allest] That 1s not quite mght. We are talking a great 
deal with Daimicr. Bul to commut ourselves to greater 
participation [im jyount undertakings]. there would have to 
be a more substantial industrial content. It 1s truc that not 
much progress has been made. But forming the Dasa group 
was a very difficult thing for the Germans. For instance. 
when we created Matra Marcom: Space with the Britrsh 
firm GEC-Marcom, Daimier would have loved to jor wus. 
bul 1 was not ready. I can tell you, the company regreticd 
t. Today « s more difficult, But Daimler 1s studying 
several scenanos. Whether or not they will also jorn us for 
telecommunications satellics 1 another question But 
» only really began to consider it a few months ago 


ERATION] You tend to put together mergers. Arc 
any others m the works’ 


[D Allest] In contrast to what 1s only an agreement between 
Alcatel and Acrospatialc, we did rn fact really merge when 
we created Matra Marcon: Space. This 1s imperative to 
solve the problem that we have im space, that of caxacess 
capacities. There are cight manufacturers who claim to 
make satcilics in Europe It 1 madness. In the United 
States, the number has dwindled to two and a half. That 1s 
why with Marcon, we opted to merge, in order to better 
rationalize operations. We are now discussing an identical 
move with the German firm Bosch-AMT (in the other 
hand. | am not sure th: ' Dasa 1s ready to make the leap 
mto a merger. That 1s one of the factors that complicates 
the debate. But 1s mom fair to say that our ties with 
Daumiler are slackening. In five years Europe will be a 
growth areca, for there are substantial needs here with the 
expansion of tclecommunications, the advent of mobile 
tclecommunications, the changes in radio sysicms. and the 
development of private telephone systems We must play 
the Europeanization card without trying to become a 
giant—for we have no such ambitron—but rather by 
collaborating, 2s with Ericsson in the area of switching, for 
crample, since 1987 


[LIBERATION] Does thes European ambition rule out a 
national rapprochement with Acrospatiale’ 


[DD Allest] My thinking 1s very semple: In weapons, too 
much has been thought of in Franco-French terms. The 
current problem 1s to define mdustral allances im 
Europe that will establish the necessary base to carry out 
cooperative programs, cut research and development 
costs, and boost the size of orders. An alliance of merger 
between Acrospatiale and Matra would offer nothing in 
thes regard. The General Weapons Deicgation followed 
an intelligent policy: today the two companies are not in 
frontal positions. So combining them would not result in 
any spectacular synergy 
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* Armament Programs Adapting to New Needs 
YVIESO649C Paris LES EC HOS om French 
ll Apr Vi pes 


[Article by GS. “Manufacturers Polrsh Thew Weapons} 


[Text] Goetteng ahead of military officials. wcapons man- 
ufacturers have already drawn the first lessons from the 
Gulf conflact and taken thew places on the starting line 
for the coming dchate on the mulutary budget 


Debricfings have moved nght along for French weapons 
manufacturers who. based on the performance of ther 
equipment, have alrcady begun to draw the first lessons 
from the Gulf conflict. The goul 1s to have compilcte 
dossiers on hand by the end of the vear, at which tome 
debate begins on the defense budget. forum for overall 
reflection on the national defense sctup for the year 
2000. Between the vervon drawn up by Jcan-Prerre 
Chevenement and the one presented by Prerre Jowe, hes 
successor mm the Defense Ministry, differences are bownd 
to appear as new needs are taken into account 


Acrospatialc has thus not abandoned hope of giving the 
Orchrdee batticfield surveillance system (a vital clement 
as demonstrated by the Gulf war) a sccond chance 
lromically cnough, vt had been shot down on ) August 
the day Kuwart was invaded by Iraq. The firm procured 
asmplified version of the system for the French Army 
é verwon known as Horizon, which its promoters say had 
“excellent results” on the Gulf, Useng no carth station, om 
contrast with the mutial verwon, Acrospatiale guarantees 
that the system, which couples a heloopter with radar, 
Wi to SO percent cheaper than Orchidec, whose cot was 
an estemated & billion francs [Fr] for 20 units 


Another of the manufacturers’ war horses. the multifurn 
tron massile Aster. Launched mm 1983 and receiving the 
final green light last year. the program. which costs an 
esiumated Fri} bilhon, brings together within the Gil 
[Economec Interest Group}—ai least temporarnily— 
Furosam, Acrospatialc, Thomson. and the Itahan Alen 
The Britesh and Spanish Defense Minrstrics, which are to 
receive a prelomenary study thes year. could jon mm the 
project. Adapted for use on land of at sea, Aster could 
“with certam developments, serve as an antimile mrs. 
vile.” French manufacturers say. hoping to make the most 
of the Patriot's success. One verswon might be ready m 
1998 


bapensive Systems in Peacetime 


“Modern weapons sysicms may seem capensive on 
peacetime, but one has to look at what they save mm terms 
of equipment mn war. emphasizes Acrospatiale. whose 
AS.¥0 laser, a guided misuile capable of going through 
concrete several meters thick, greatly facilitated the task 
of the old French Jaguars in their misssons in Kuwart 
This «8 an argument that should be advanced, although 
the Army. whech did not have the means to purchase 
more than 180 of them at a soled Fri millon cach, fired 
at least 100 of them. Together with ots partner the MBB 
| Messerschmidt-Bolkow-Blohm |]. the French firm 1s also 
waiting for a boost to launch the ANS. successor to the 
Exocet, while the Fr} billon sll have not been released 
and the Grermans are dragging their tect 
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whose launching 1s planned for 1994, and Helios 2. sched- 
uled for 1997, Jean-Luc Lagardere’s firm proposes in 1995 
to unclude a third military observation sateline equipped 
with infrared operational capacity, an investment of Fr? 
billon. 


Missile Problem 


Matra MSI, whose systems operated round the clock in 
the Gulf, wants to step up work im the field of the 
interpretion and planning of military missions. “We know 
how to wage electronic warfare and make intelligent weap- 
ons,” they say at Thomson-CSF. where they think they 
have chosen the mght market spots. Antimussile systems, 
surveillance systems, remote-control and optronic (might 
vision) weapons include technologies which the firm has 
mastered totally or in part. The recent participation in the 
British Pilkington Optronics (Fr800 million in sales) 1s 
part of the strategy. There remains the question of missiles 
Following the failure of the anticipated regrouping with 
British Acrospace in Eurodynamics, some government 
officials are wondering whether one should not turn to a 
Franco-French approach to the problem 


As for Dassault and GIAT [Industral Land Weapons 
Firmj Industries, their essential efforts over the months 
ahead will consist of providing maximum protection for 
their respective orders of Rafale (450 planned) and 
Leclerc tanks, whose number has already been reduced 
from 1,400 to 800. 






































Main French Weapons Programs 
Program E st. mated Furst Project 
Financing Delivery Foreman 
1990-93 [en 
francs] 
New generation 26.2 tilhon 1904 DGA*-DON 
nuclear submarine Cherbourg 
(SNLENG) 
Charles de Gaulle 6 2 billion 1908 DGA-DON 
nuchear arcraft carner Bresi 
HADES prestrategn 45 tulhon 199) Acrospatialc 
nuclear mursecle | 
Helios obsery ation 4 bilhhon 199) | Matra 
satelite | 
7 ai 
Tigre combat hel). | 31 biter iw qT Eurocopter 
copter | (<erospe 
| tate MBR) 
AMX. Leclerc tank $ ballon 1991GIAT. | 
_ Industrie | 
Rafale fighter arrcraft 18.5 telhon 1oe4 | Dassault 
| Aviation 
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* BNP Official Forecasts Tighter Credit 


GIESO6624 Paris LE NOUVEL ECONOMISTE 
in French § Apr 9i p& 


[Unatiributed article: “Loans More Difficult”) 


[Text] The days of easy credit are gone. That 21 least 1s how 
companies see their current relations with the bankers. 
according to the latest monthly survey on cash flow, credit 
and savings at the Bank of France. Until the end of 1989, 
obtamming bank loans was really no problem. During 1990, 
however, companies got the feeling their imteriocutors 
were becoming clearly more tight-fisted. “Bank policies 
were influenced by three phenomena.” explains Mr. Ervin 
Rosenberg. director of the major companies divisis of 
BNP: “their need to reconstitute margins—which obvi- 
ously meant rarsing the cost of loans: the return to a more 
orthodox approach to risk analysis. based on a sudden 
upsurge of disputes, which made bankers more cautious 
about issuing loans, and withdrawal of the big American 
and Japanese banks from the French market.” All the 
same. the banks continue to provide companies with new 
loans at a fairly brisk rate. Mr. Rosenberg says that for the 
banking industry as a whole the current rate 1s between |! 
and | 3 percent. compared to between 15 and 20 percent a 


year ago 


* Banks More Cautious on Business Loans 


VIE SO6774 Paris LUSINE NOUVELLE in French 
1] Apr 91 pp 79-80 


[Article by Herve Plagnol: “Banks Block Risky Loans”] 


[Text] After a period of no-holds-barred competition, 
banks are now redoubling their vigilance im the face of 
more and more business failures. And PME’s [small- and 
medium-size businesses] are upset about it. 


Surprise in Caen. Connect Lighting, a brand new subsid- 
iary of an English PME. hai just been established with 
the blessings of local councilmen. The company, it 
seems, was put together to make lights for business use 
Societe Generale and Industral Credu of Normandy 
[CIN] financed the equipment with an equity loan, 
through subsidiaries. When the time came to negotiate 
the opening of a credit line for the operating fund, CIN 
balked, much to the surprise of Connect’s general man- 
ager. Francis Bobilliart. Why’ The mother institution 
(and chief chent of the French subsidiary) got cold feet 


Healthy caution or excessive fear? Only the future will 
tell. But the position taken by the regional bank, which 
prefers not to comment on the case, 1s symptomatic 
After engaging in no-holds-barred competition among 
themselves, the banks are now facing an economic slow- 
down, increasing numbers of business failures, and rapid 
growth of service-sector firms that have little in assets 
All thes means profits that are lower, or at least substan- 
tially tempered by the need to take risk factors into 
account both abroad and in France 
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For most banks, the ratio of doubtful loans to total credit 
1% up. So are business disputes. One of France's three 
largest banks found itself involved in | 000 new disputes im 
1990, compared to 800 in 1989. “It has gotten worse since 
the beginning of 1991.” according to sources at Agncul- 
tural Savings Bank. “We have increased our chent msk 
reserves by two-thirds.” confirms CCF [Commercial 
Credu of France] president Michel Pebereau. At Northern 
Credit, msk reserves for loans in France have been aug- 
mented by 100 million francs. The profit figures 
announced in mid-Apnil by Credit of Lyon, Societe Gen- 
crale. and BNP [National Bank of Paris] tell the same 
story. Result: All the banks are putting up barners against 
further msk, much to their chents’ irmtation. The French 
Association of Bank Customers [AFUB] has noted a 37 
percent increase in calls from businesses wishing to contest 
withdrawal of overdraft coverage. refusal to discount, 
suspensions of checking accounts, etc. “It 1s the PME’s that 
are goung to suffer,” frets the manager of a new business in 
Normandy whose bank became alarmed when overdrafts 
exceeded $0 percent of initial authonzation 


To move ahead. “businesses will have to self-finance a 
larger share of their investments,” says Jean-Yves Le 
Grand, director of msk management at Mutual Credit of 
Brittany. “We are sensitizing our credit managers to the 


probiems in msk management.” 


CCF has just finished sensitizing $00 of its staff employees 
to these issues. BNP 1s preparing to do the same. At Mutual 
Credit of Brittany, PME’s will need to self-finance 30 or 
even 40 percent of their investment—compared to only 10 
or 20 percent m the past—to get loan applications 
accepted. The Brittany institution's doubtful loan ratio has 
mcreased from 1.8 to 2.3 percent in 1990, and the number 
of disputes in which 1 1s involved has nsen to 6,800 (up 20 
percent). It plans to be particularly cautious about certain 
categores of business. Those subjected to the most careful 
sruteny are likely to be the services, which have little in 
the way of sureties or assets. “Several months ago, we 
would accept a debt positon corresponding to five years of 
self-financing, today, it would be more like three years,” 
confirms Jean-Claude Poline, director of financial com- 
mitments at CIC [Industnal and Commercial Credit Com- 
pany] of Paris 


It 1s the same story for sureties. “We are asking branches 
to be more attentive.” confirms Bernard Francisoud, 
chief business strategist for the CCF network in France 
“But sureties are not an end in themselves. They only 
make a decision casier.” 


Leveraged financing deals are also getting a closer look 
With LBO's [leveraged buy-outs}, for example, Jerome 
Bardin, head of BNP’s business loan department, plans 
to urge leverage ratios of two or three, instead of six to 
eight as on the past. Gone are the days when a company's 
value was calculated at 10 to 20 times yearly profit 


“Everyone is being very careful: we with our chents, and 
the banks with us.” admits Dominique Andre. head of a 
small group of companies involved in marketin, steel 
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products. But he says he is disturbed by the frenzied 
turnover im the credit departments of the banks. As he 
views it, such turnover 1s a way of avoiding overly cozy 
relations. Dominique Feutry, head of msk management 
for the CCF network in France. acknowledges that “1 
has often been shown that the quality of msk assessments 
made by someone who remains for a long time im the 
same position tends to decline.” 


Al any rate. most of these financial institutions are 
mundating their branches with strict instructions and 
new data processing equipment. CIC Paris, like Mutual 
Credu of Bnttany, has acquired software that closely 
monitors its chents’ account transactions on a daily 
basis. When an anomaly appears. the information is 
given to th: branch concerned. These tools make ut 
possible to keep closer tabs on chent msk and releve 
credit officers of tiresome detail work 


Mutua! Aid 


Inevitably. relations between businesses and banks will 
be altered. The latter will have more time to devote to 
the former, at the same time, they will be more alert for 
signs of slippage. In some reguons., the temptation 1s great 
for PME’s to join together to get around a temporary 
problem caused by a bank. Twelve of them established a 
small venture<apital company in Normandy PME’'s 
with problems—<caused, for example, by a bank's refusal 
to discount their drafts—have been able to get ther own 
funds to provide a shot in the arm. But such temporary 
fixes cannot mask what is a deeply disturbing trend. In 
part, the problem reflects the accelerated rate at which 
new companies have been formed in recent year. spurred 
by official encouragement and fierce competition for 
banking market shares. The result is an upsurge im 
business failures (18 percent now) 


Jacques Augendre, who presides over the Crete: com- 
mercial court, analyses it this way: “Too often, compa- 
mies whose own capital resources are flagrantly, if not 
nmdiculously, inadequate have succeeded in busiding up a 
substantial amount of hability rather quickly, this ten- 
dency has been encouraged by competition among the 
banks and equity lenders. The mortality rate among 
companies, which is increasing at a worrsome rate, is 
perhaps the result of this policy of indiscriminately 
encouraging new businesses.” A warning, in short. But 
would be unfortunate if support for fragile ventures 
today penalized the growth of others tomorrow 


* Alcatel Maintains Competitive Edge, Makes Profit 


9/ES06434 Paris LA TRIBUNE DE L EXPANSION 
in French 3 Apr Vip 9 

[Article by A-M.R. “Alcatel Satisfied With $-Percent 
Profit”) 


[Text] “The vear 1991 will not be an casy one.” warned 
Alcatel Board Chairman Pierre Suard in Amsterdam 
yesterday as he presented the telecommunications firm's 
results for 1990. The European market on which Alcatel 
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makes most of sts sales (1! bilhom European currency 
units [ECU's] out of a world total of ECU13.4 bilhon) 
should om fact take a few additional steps toward dereg- 
ulation, thereby facsistating the task of competitors pre- 
viously absent from the old continent. However, Suard 
says, “Thes should have no major mmpact on Alcatel.” 


The firm, emerging from a merger of ITT telecommunt- 
catrons activities and the CGE (renamed Alcatel- 
Alsthom sence | January), has steadily wumprre ved its 
financial performance since 1987. In 1990. sales eure up 
$ percent. with a net profit of ECUS91.6 milhon, an 
merease of 23.7 percent. This represents 5 percent of 
total sales, compared with | 6 at the time of the merger 


Among the secrets of this financial miracle is a constant 
adjustment of structures and a continuing search for 
efficrency. Sence 1987, there has been an §-percent reduc- 
tion om Alcatel personnel, while revenue has meen 20 
percent. Reorganizations imposed a burden of ECU 286 
milhon last vear (up 28 percent over 1989), while the 
amount anticipated at the end of December totaled 747 
million 


Although generally satesfied with these cesults. Suard 
retains a clear head. Alcate! unquestionably occupies the 
leading positions on the world telecommunications 
market: No. | mm public switching, ahead of the Amencan 
ATAT. No. 2 im transmissions, behind ATAT, No. 2 m 
private telephones, behind the German Siemens, and No 
1 on the cable market. However, the firm also bh ** 
weaknesses) The public telephone system. transmissions. 
and cables contenue to provide the bulk of all profits, while 
the business division (private centers and termunals), 
caposed to much stiffer competition, recorded very 
modest results in 1990. Furthermore, military radiocom- 
munications suffered a loss last year representing some 2 
percent of ts sales, although Suard says this 1 due to 
long-term investments which Alcatel has made in the field 


In thes sector, Alcatel hapes by the end of April to obtamn 
the consent of American authorities enabling to 
finalize its partnership with Loral, mm parinership with 
Acrospatiale and Alenia. Another green light awarted by 
the entere Alcatel-Alsthom firm 1s still to come from the 
European Commusson concerning its alliance with Fiat, 
which has a telecommunications division. Suard thenks 
it should come through “over the neat few weeks ~ 


* Peugeot Profits Despite Industry Slump 
VIE S0662]B Paris LE MONDE im French 19 Apr 9! 
pi? 


[Article by E.L.B.: “Peugeot SA Shows 1990 Profits of 
9.3 Bilhon Francs”) 


[Text] The year 1990 was a good for Peugeot SA [PSA] 
(Peugeot and Citroen) im a time of auto industry criss 
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To return tv the CEO's marine analogy, Peugeot SA is 
thus “a solid ship.” The group produced as many cars m 
1990 as om 1989. despite shrinkage im the European 
market (2,220,000). and actually mncreased ts market 
y. t0 12.9 from 12.7 percent. Sales hu Fri 60 
billhon share of automobiles sold outside France— 
*® important mdicator, mn terms of 1993 and beyond — 
was 58.2 percent, compared to $6.9 percent im 1989. And 
these results weem to have been achieved without giving 
customers excessive rebates. PSA was able to keep out of 
the sectoral “price war,” and as a result «| manntamned a 
comfortable profit level: Fri$.7 bilhon im 1990. down 
yust 15 gercent from 1989. There ws the secret 


1 


pomtment at not having obtained the |} percent market 
share he wanted. In other words, PSA cannot be sure that 
thes year st well be able to avord rebates if, as Ewrope's thord 
biggest auto maker, it stil! intends to try to overtake Fiat 
and Volkswagen by 1995. Productivity garns—which were 
only 4.7 percent m 1989 and 5.2 percent in 1990-—were a 
third disappointment, since he had hoped to increase it by 
8.2 percent per year, The group's “break<cven pot” (the 
production volume above which it starts making moncy) 
has risen from |! up to 1.5 milhon automobiles. Having 
doubled its productivity between 1984 and 1989. PSA 
wants to do the same over the next five years “We will 
have to strive for mcreases on the order of |! percent m 
1991 and 1992.” the CEO cautions That ell obviously 
entasl personne! cutbacks 
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* Defense Minister ( omments on Defense Structure 
j ‘ nO DIABD a Pp ‘Trugurw + Apr vi 
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Eachus miervicw with Defense Minister Fernand 

Nogueira Pia and date not given 

leat! The defense moenester has stated that we ar 
nironteng one of the greatest modgernizations of our 

multtary structure We wanted to discuss this And 

Fernando Nogceira. in addition to caplamming everything 


that meing Gone and Derg purchased for the mulitary 


' c. also has tome to deny rumors to the effect that 
branches such as the Aur Force are at a very ¥ opera 
na The state has the floor, and then those on th 
a say what they think It 1s pust a few months 

1? ewisviative crecipons 
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: "a SSu 
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pc ak st oF metfhong about whah he has fo know 
te © informatior 
+ nce | do not know the corcumstances under 
a n Dr Jorge Samparo made this assertion, | would 
un from making any wmments on it 
na | would say that Portugal must restructure its 
Arr 1 Forces, depending on quality to the detriment of 
ty LDwreng the first phase, thes has undeniable sts 
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[Nogueira] That is not a correct view of the Portuguese 
FA’s [Armed Forces] current status. 


Although it might be thought that the pace has not been 
uniform (could it ever be?) in the progress of the system's 
three components, the fact is that, concurrently with 
major advances in the air-naval area (there are sectors in 
which the technological leap occurring is nearly 50 
years), the Army (the land component) has also been 
modernized. 


To confirm what I just stated, I might point out that, 
during the past few years, the Army has had: 


—The survey of the Mixed Brigade compicted. 
—An extensive motorization program carried out. 
—An increase in the use of instruction simulators. 


—Programs initiated in the NBC (nuclear, bacteriolog- 
ical, chemical) area and those of battlefield surveil- 
lance and antiaircraft artilllery, and other programs 
for administrative and operational modernization. 


—An extensive military infrastructural program in the 
Azores and Madeira. 


It is also the government's intention to heighten the 
Army's modernization through the Second Law on Mil- 
itary Programming and the development of the “cascad- 
ing” process for the treaty on reduction of conventional 
forces in Europe (EEC). 


[{O DIABO] What has obstructed or delayed the modern- 
ization of the FA's ordnance? Have there been external 
pressures and competition, or is there a lack of internal 
funds? 


[Nogueira] A process to modernize any armed forces 1s 
always slow. | might add that, for historical reasons known 
to us, it was necessary to “clean house” first and to initiate 
a group of consistent, interconnected activities. 


I think that the government, with the implementation 
and, particularly, the decision to carry out to the final 
consequences the so-called 3 R's (restructuring, resizing, 
and reequipping) policy, has succeeded in lending con- 
sistency to the complex building of the Portuguese FA. 


From now on, I think it will be casier to execute 
prestigious activities and to inject the FA into the 
Portuguese and international social fabric. 


1 might add that the assessment of the pace of military 
modernization is highly subjective. During the first half of 
last year, there were some who were fighting for a drastic 
cut in defense spending and, hence, questioning the 
reequipping of the Armed Forces. With the start of the 
Gulf crisis, there were many then (perhaps some who had 
held a contrary view a short time earlier) criticizing the 
(inadequate) degree of preparation and the equipment 
level of our Armed Forces. At the time, the government 
did not have to make any drastic revision of its concepts or 
its policy. This is because the modernization process 1s 
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slow and must be based on a solid, consistent, long-term 
view, with no easy concessions to aspects of a cyclical 
nature. And this is precisely what we have been doing. 


{O DIABO] Is «1 true that the combat capacity of FAP 
[Portuguese Air Force] is currently reduced to nearly 
zero” 


[Nogueira] FAP has (12) operational squadrons, which 
Carry out virtually all the missions systematically 
assigned to a tactical air force. 


The 12 operational squadrons perform the following 
operations: 


—Air transport (C-1 30, C-212-Aviocar), F-20/50, ALIII, 
and Puma). 


—Search and rescue (C-130 and Puma). 
—Reconnaissance (Fiat G-9! and C-21 2). 

—Air defense (G-9! and A-7P, F-16 in the future). 
—Surface targets attack (Tasmo): (A-7P and P-3P). 
—Antisubmarine engagement (P-3P). 

—Fire support to ground forces (G-91, A-7P, and ALIII). 
—Interdiction and offensive air engagement (A-7P). 


Although it 1s admittedly necessary to heighten the 
combat readiness of certain platforms—specifically. 
those of the A-7P and the P-3P—in this connection, the 
MDN [Ministry of National Defense] has already issued 
instructions to CEMFA [Air Force Chief of Staff] to 
make it known that “it 1s untrue that FAP’s combat 
capacity is currently reduced to nearly zero.” 


With the conclusion of the SICCAP program (antici- 
pated for 1993-94), the reception of an F-16 air defense 
squadron (1994), and the purchase of three expanded 
C-1 30's, FAP will have a system of forces suitable for the 
complete execution of the missions assigned to it in the 
national defense area. 


Next Legislative Election Votes Analyzed 


YIESO6S1A Lishon PUBLICO in Portuguese 8 Apr 9! 
pp 2-5 


[Article by Paulo Miguel Madeira and Ru: Jorge Cruz 
“Election Outcome Hinges on 4-Percent Difference™} 


[Excerpts] The PSD [Social Democratic Party] talks of 
obtaining an absolute majority next October. The PS 
[Socialist Party], for its part, says (although timidly) that 
this is within its reach, as well. Can both be nght’? The 
votes in the coming legislative elections that would make 
each of these two majorities possible are analyzed today 
by PUBLICO in a study in which the regional! structure 
of party votes and the most probable scenarios, 
according to the latest polls, are taken into account. The 
study also sketches out the positions within the reach of 
each party in the various electoral districts 
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The results that would enable either the PS or the PSD io 
achieve a majority determining the executive branch in 
charge of governing Portugal beginning at the end of this 
year lie within a short span of 4 percent. The PSD will have 
an absolute majority if it achieves 42.5 percent, while the 
PS will need 43 percent. For the PSD, the difference 
between a simple majority and a majority together with the 
CDS [Social Democratic Center Party] lies in the range 
between 38.5 and 41 percent. For the PS, a vote of 36 or 40 
percent will mean either a minority situation (in which it 
might ally itself with the PC [Communist Party] in order to 
govern) or the certainty of a simple majority. 


The legislative elections this coming October will mark 
the end of a period that has been doubly exceptional in 
the political life of Portugal since 1974. We have a 
legislature that will end its term on the scheduled daie, 
and, also, we have had an absolute single-party majority 
during this penod. 


While with regard to this first aspect only fortune-tellers 
(whether political or of a different sort) would dare to risk 
a prediction about the coming legislature, the possibility 
that the electorate will again make an absolute parliamen- 
tary majonty possible, on the other hand, is a matter 
susceptible to debate and speculation, as shown by the 
various published polls and public opinion studies, 
whether sponsored by the political parties or by the media. 


In any attempt to foresee the results of an electoral act by 
sounding out limited sampiings of the citizenry at such 
an early date, however, there are margins of error and 
risks of distortion that are so great that the experts find 
themselves obliged to come forward periodically to 
defend (or debate) the credibility of the methods used. 


It seemed, therefore, that the best and most useful of the 
possible methods for sketching the probable outlines of 
the parliament that will be elected in October of 199! 
was to establish the percentage limits for the principal 
parties that would determine the various types of major- 
ities resulting from the citizens’ votes. 


Stability for Two Parties 


The prospective study carried out by PUBLICO, which 
took into consideration the different regional voting 
structures for cach of these parties (see box titled 
“Assumptions and Methods” [not published here}) 
began with the assumption that, in the coming legislative 
elections, the CDS will win a national vote of about 5 
percent (a slight increase over 1987, presumably 
“blocked” in the center by the reverberations from 
Basilio Horta’s campaign), while the CDU [Unified 
Democratic Coalition] will win 10 percent of the votes 
cast, taking into account the crisis in the communist 
political-ideological sphere, but not overlooking the 
results achieved by Carlos Carvalhas in the presidential 
election either (see subheading “The Latest Polls”). But 
it was considered as given that the emigration deputies 
would have the same distribution as in 1987—1three for 
the PSD and one for the PS. 


FBIS-WEU-91-091 
10 May 1991 


The reduction in the total number of seats in the Parlia- 
ment from 250 to 230 would lead to the supposition that 
the thresholds for an absolute majority, heretofore gen- 
erally agreed to be about 43 percent, would be lower. 
This hypothesis would not, however, be borne out, at 
least in a situation of increasing bipolarization such as 
that that 1s becoming increasingly clear in the Portuguese 
political-party picture. 


PSD Prospects 


Given the basic framework proposed, the PSD would win 
an absolute majority (116 deputies) if it won 42.5 percent 
of the votes cast, provided the PS did not exceed the level 
of 36.5 percent. But, due precisely to the regional differ- 
ences between the two parties, if the Socialists failed to 
exceed the 39.5 percent mark, the PSD would still achieve 
a simple majority with a result of about 38.5 percent 
(lower, therefore, than that of the PS). 


A PSD-CDS majority will be viable only if the Social 
Democrats do not fall below 41 percent, so that the 
margin in relation to the 42.5 percent that would give it 
an absolute majority is a narrow one. However, the CDS 
deputies will not be able to provide the Social Democrats 
with an absolute majority in the chamber if the PS 
garners more than 37 percent of the votes. 


Given the hypothesis of an absolute majority for the PSD, 
the districts in Madeira and the Azores would contribute a 
minimum of seven deputies, and even the possibility of 
eight cannot be excluded. Now, this situation would confer 
upon these members of Parliament an undeniable contrac- 
tual power in votes pertaining closely to the autonomous 
regions, and their vote could serve as a medium of 
exchange in the proverbial and cyclical negotiations with 
the central executive branch about the “costs of insular- 
ity.” 


For the PSD to have an absolute majority safe from such 
vicissitudes, it would have to win 46 percent of the votes 
cast, which will be even more difficult inasmuch as the PS 
would need only 32 percent to prevent the Social Demo- 
crats from achieving 124 seats (with the presumption of a 
CDS drop of about 4 percent). The much-vaunted rap- 
prochement and understanding achieved between the 
island leaders and Cavaco Silva immediately after the 
presidential election would not be unrelated to the assess- 
ment, by both parties, of this almost certain reality 


An absolute majority will be achieved by the PS only if 
the Socialists win 43 percent, a value slightly higher than 
what the PSD would need. But the greatest obstacle to 
the achievement of an absolute parliamentary majority 
by the PS lies in the fact that it would suffice for the 
government party to win 34 percent to make this 


unworkable (despite the fact that a CDS increase to 7 
percent 1s assumed in this scenario) 


Also, to achieve a simple majority, the PS would need 
more votes than the PSD—40 percent—but here it 
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|. PSD Majorities 

2. Simple majority 

3 PSD + CDS majority 4. Absolute majority 

5. Absolute majority without the island deputies 

6. PSD Blocks Against PS 

Preventing PS absolute majority 

8. Preventing PS + CDU absolute majority (12 percent) 
9. Preventing PS + CDU absolute majority (10 percent) 
0. PS Mayjorities 

1 PS + CDU absolute majority (12 percent) 

2.PS + CDU absolute majority (10 percent) 

3. Simple majority 

4 Absolute majority 

5. PS Blocks Against the PSD 16. Making the PSD “vulnerable” to the islands 17. Preventing PSD absolute majority 


ls Preventing PSD + { DS absolute mairority 

would enjoy a relative advantage with regard to the 36 percent to have a “leftist majority” in the Parliament 
reciprocal situation. The Social Democrats can only The greatest obstacle to the completion of this picture 
succeed in preventing a simple Socialist majority if thes lies in the fact that it would suffice for the PSD to exceed 
win more than 38 percent of the votes 40) percent to make it impossible. [passage omitted] 


Now. as to the conditions for a PS~CDU mapority. the 


Different Expectations 
prospects for the PS are less complicated. If the commu- vs 


nist coalition were to win the 10 percent assumed to If we exclude, as the most improbabic. the optimal 
date. the Socialists would need to win more than 37.5 scenano for the PSD (124 deputies) and an absolute 
percent. But. if the CDU were to win 12 percentag majority for the PS (because the Social Democrats would 
points (a hypothesis consistent with a smaller increase need only 34 percent to prevent it). the pictures sketched 


for the PS). then Jorge Sampaio's party would need only out for the two major parties have a curious similarity 
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For both, all of the rest lies within a narrow 4-percent 
range. Except that the “all” for the PS 1s less cheerful 
than that for the PSD 


For Cavaco Silva's party, “good results” would begin 
with a simple majority at 38.5 percent, followed by a 
PSD-CDS majority (41 percent), and culminating in an 
absolute majority at 42.5 percent. 


The most credible PS expectations begin at 36 percent, 
involving a majority with the CDU, and they “come 
together” as of the 40 percent that would give it a simpie 
najori‘y. In the middle (important in terms of its strat- 
egy). there remain the 36.5 and 37 percent that would 
make an absolute majority impossible for the PSD, and 
one for the PSD with the CDS unworkable, respectively. 


High-Risk Districts 


A test of the various scenarios showed that, in certain 
districts, the last seat was allocated, in some cases, by a 
very narrow margin, pointing to “high-risk” situations 
for the scenario in question. Vila Real, Castelo Branco, 
and Viseu are among these districts. 


Thus, a simple majority for the PS could be challenged if 
the PSD won 0.7 percent more in Castelo Branco, and 
0.9 percent more in Vila Real, or if the PSD (with an 
additional 0.2 percent) or the CDS (with an additional 
0.1 percent) exceeded the levels expected in Viseu. The 
CDU, as well, with an additional 0.5 percent in Oporto, 
could “steal” a seat from the PS. 


The simple majority for Cavaco Silva's party could be 
made unworkable, in the scenario foreseen, if the PS 
were to exceed the expected percentages slightly (by 0.4 
percent in Castelo Branco, 0.3 percent in Vila Real, or 
0.8 percent in Viseu), or if the CDS were to come close to 
8 percent in Leiria. 


The critical threshold situations are felt less keenly in the 
absolute majority scenarios because the bipolarization 
makes substantial relative vanaiions in the minor parties 
less relevant. The absolute majority of the PSD would be 
at major risk in Faro only if the CDU were to obtain a 
percentage identical to the national figure (10 percent) 
there, and the PS would have to fear, above all, the loss 
of one deputy to the PSD in Viseu, if the latter party were 
to win an additional 0.2 percent. In the Lisbon district, 
as well, the Socialists would lose one seat if the Social 
Democrats or the CDU were to obtain an additional | 
percent above the quota “established” for the various 
regional voting structures 


In any case, it should be emphasized that these minor 
variations from the critical thresholds noted could per- 
fectly well be offset by minor variations in the opposite 
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direction in other districts, so that these hypotheses do 
not challenge the functional nature of either the method 
used or the scenarios imagined. 


In estimating the number of deputies who would be 
elected by the PSD and the PS, given the extreme 
acceptable voting scenarios, one can calculate the seats 
each party can certainly count on in each district, and 
those it may or may not win. For the PSD. the most 
optimistic scenario would involve a vote of about 46 
percent, while, for the PS, 1 would be an absolute 
majority with 43 percent. And. thus, it is possible to draft 
a picture of the maximal number of deputies the two 
parties could hope to elect in each district. There are also 
minimal voting levels corresponding to these maxima! 
levels—34 percent for the PSD and 32 percent for the 
PS—making it possible to determine the number of 
deputies of which each party can be certain 


The Latest Polls 


The results of the polls published in the mass media since 
September of last year, with the undecided votes propor- 
tionally distributed among the partics in the same way as 
the voting intentions expressed, show a range of 34.7 to 
40.3 percent for the PSD, and of 35 to 44.9 percent for 
the PS. All of the polls point to a strong increase for the 
Socialists and a serious decline for the Social Democrats, 
which should come as no surprise, given the exceptional 
nature of the PSD vote in the 1987 legislative elections. 
These values now reflect the governmental wear and tear 
for the PSD, but not the last-minute recovery that parties 
in power characteristically derive from the results they 
save to publicize just prior to the elections, and from the 
more substantial measures that are typical of preclectoral 
periods. 


On the basis of the study presented, these intervals of 
variation justify the acceptance of all of the voting 
thresholds tested as possible, except for a PSD vote that 
would give it enough seats for an absolute majority 
without “needing” the deputies from the autonomous 
regions. However, everything remains to be seen inas- 
much as the results of the polls come quite close to the 
critical thresholds that it 1s expected would introduce 
changes in the majority picture. 


The intentions to vote for the CDU almost always lie in 
the range between 8.2 and 9.5 percent. Now, because it 1s 
known that the communists voters are those most reluc- 
tant to respond to polls, a vote of about 10 percent can be 
taken as the most probable scenario for the CDU. This ts 
a presumption further supported by the results Carlos 
Carvalhas obtained in the presidential election (12.96 
percent). Where the CDS is concerned, the vanation 
between 4.5 and 5.6 percent in three of the four polls 
considered leads to the consideration of 5 percent as the 
most probable result in October. The PRD [Democratic 
Renewal Party] was mentioned in only two polls, in one 
case in connection with voting intentions for the small 
extraparliamentary parties 
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Electoral Polls in Recent Months” 
Organization Date of Pub- PSD PS CDU CDS PRD Total 
hcateon 
EXPRESSO-Euroexpansao 29/09/90 99 99.7 89 $6 32 97.3 
SEMANARIO-Norma 20/10/90 M7 35 i129 10.1 92.7 
PS-Eurocxpansao 19/01/91 403 446 82 45 06 98.2 
EX PRESSO-Eurocxpansao 2302/91 %5 449 _ 95 $6 96.5 


























"Undecided votes were distnbuted in the same proportion as the voting inientions 





* PSD, PS Leaders’ Successors, Notables 


* PS, PSD Situations 


YIESO6S4A Lishon EXPRESSO in Portuguese 6 Apr 91 
pA2 


[Article by Fernando Diogo and Fernando Madrinha: 
“PSD, Social Democratic Party, and PS, Socialist Party: 
Successors for the Day After Election Defeat"—first 
pararaph is EXPRESSO introduction] 


[Text] Barring an improbable political earthquake, 
favaco Silva and Jorge Sampaio are going to compete 
for the office of prime minister in October. At the 
moment, their leadership 1s beyond question in their 
respective parties. But will it remain that way if there is 
an election defeat? In the PSD [Social Democratic 
Party], it 1s thought that only an election result far below 
35 percent can jeopardize Cavaco’s position. The same 
threshold has been adopted in the PS [Socialist Party], 
with the difference that the existence of organized groups 
that have always challenged the leader will make the 
Socialist secretary-general’s position considerably 
weaker. The prevailing conviction 1s, however, that 
neither Cavaco nor Sampaio will step down as leader 
unless he himelf wants to. 


A party that governs with an absolute majyority—and one 
as comfortable as that achieved by the PSD in 1987— 
cannot avoid secking an absolute majority in the next 
election campaign. Otherwise, it would be admitting that 
its administration was not good enough to deserve the 
complete confidence placed in it by the voters previ- 
ously. Because of that, Cavaco Silva has had to adopt the 
objective of bringing about a repetition of those condi- 
tions so that his party can continue to govern alone for 
another four years. The position into which he was 
catapulted in the previous legislative elections has left 
him no alternative 


Election Victory but Political Defeat 


But starting out from such a position carnes an inherent 
risk. By placing the bar so high and suggesting that no 
other result will do, the PSD leader is facing—in an 
ubviously calculated manner—the danger of suffering a 
political defeat even if he wins the election. If the voters 
deny him what he wants, Cavaco will find his room for 
maneuver reduced, and, as a result, the image of a 
winning leader that he has been building will suffer its 


first big setback, thus confirming the signs of decline 
already evident in the results of the European elections 
and the local elections of 1989. 


How will the PSD react to the possible loss of its absolute 
majority, and what consequences might that have on the 
leadership itself? 


Social Democratic officials of various persuasions all 
give the same answer: Whatever the scenario, even the 
most disastrous, the question of leadership will come up 
only if the leader himself wants it to. And, if that 
happens—a possibility that almost all those we con- 
tacted refused to accept—there are those who foresee a 
new cycle of prolonged crisis lasting until “a new 
Cavaco” finally appears. But most profess faith in a man 
who, although challenged in some quarters, would even- 
tually assert himself: Fernando Nogueira, the “number- 
two” man. 


In itself, the loss of an absolute majority will not cause 
enough turmoil to jeopardize the leadership, although 
certain individuals and groups will be eager to blame 
each other for anything less than an absolute majority— 
as has already happened, incidentally, in the case of the 
European and local elections. And their eagerness will be 
all the greater the further the party falls short of the goal 
it has set for itself. 


The concepts of victory and election defeat can be 
gauged only by the relative positions achieved by each of 
the competing parties and by the possible combinations 
producing a parliamentary majority. But there are those 
who establish three levels of results by which those 
concepts can be roughly defined, and who foresee var- 
ious degrees of internal turmoil based on each level. 


Three Possibilities for Cavaco’s Resignation 


If the Social Democrats end up four or five percentage 
points short of an absolute majority, thus remaining the 
largest party and capable of forming a majority with the 
CDS [Social Democratic Center Party], nothing very 
significant will happen. Unless, as sources close to 
Cavaco admit 1s possible, he refuses, in fact, to head a 
government based on an agreement with Freitas do 
Amaral. If that issue arises—and it is considered improb- 
able both by liberals and “historical” members and by 
members of the current Cabinet—the debate may gen- 
erate some controversy, specifically as regards the selec- 
tion of someone to head the government. At first, no one 
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would be inclined to challenge the leader, although 
Cavaco would necessarily be under strong pressure to 
overcome possible doubts about and resistance to 
heading such a solution for government. 


The situation will be exactly the same if the PSD obtains 
close to 35 percent of the vote and continues to be the 
largest party, forming a majority with the CDS. Some 
Social Democratic officials say that this is the situation 
in which Cavaco Silva will feel more tempted to have 
himself replaced at the head of a possible government— 
especially if the CDS winds up in the position of being 
able to form a majority with either the Social Democrats 
or the Socialists. Such a solution would be poorly 
received at several levels no matter who was chosen to 
replace Cavaco—with Fernando Nogueira being the 
most probabie choice and Alvaro Barreto in second 
place. The further weakening of the PSD's representa- 
tiveness as reflected in an election outcome like that 
referred to might also trigger some protest over the way 
the party leadership has squandered the political capital 
won in 1987. Cavaco would remain in full charge of 
events, however, all the more because such a result could 
not be considered disastrous. 


But an election result of much below 35 percent, which 
in principle would relegate the PSD to the position of 
second-largest party, 1s considered disastrous in some 
sectors. Even in such a scenario of internal conflict, 
however, no one is putting forward the name of anyone 
who could challenge Cavaco Silva for the party leader- 
ship. There remains the possibility, acknowledged by 
some, that the leader would resign. 


“On that day, he would be taking the lid off the party,” 
says one Social Democratic official. The PSD would 
return to the turmoil of the old days. 


Fernando Nogueira is the man most mentioned and the 
one with the most credibility among potential “succes- 
sors.” He is acknowledged to have a good image with the 
overwhelming majority of members. He controls a gocd 
share of the party apparatus, and, if a special congress 
were held, he would very probably have the support of 
the party's important figures, including even the “histor- 
ical” members, who are out of the spotlight today but 
whose opinions will always be important when it comes 
to mobilizing members in times of crisis: Rui Machete, 
Eurico de Melo, Pinto Balsemao, Miguel Veiga, and 
Antonio Capucho, not to mention Cavaco Silva himself, 
obviously, and other eminent figures. 


The current minister of defense would almost certainly 
be opposed by what was once known as the Lisbon 
group: Marcelo Rebelo de Sousa, Santana Lopes, 
Antonio Pinto Leite, and Durao Barroso, to mention 
only a few. That group does not currently control the 
District Political Committee, but it would use its influ- 
ence on behalf of a candidate other than Nogueira. Here 
again, there are those who mention the name of Alvaro 
Barreto, although it remains to be seen whether Barreto 
himself is interested. And Alberto Joao Jardim 1s also 
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mentioned, probably only because he himself has already 
said that he will be a candidate if Cavaco resigns. 


That completes the list of “alternatives” for “the day 
after” that people have come up with in various specu- 
lative exercises. But it is also a fact that no one was 
thinking of Cavaco Silva when he appeared in Figucira 
da Foz six years ago. 


Eternal Shadow of “Scarism™ 


The situation in the PS is much more complex, being the 
result of a legacy that remains to be overcome five years 
after the departure of Soares. The wounds opened then 
are still healing, although Sampaio has made some 
progress in the difficult and slow process of collective 
therapy aimed at freeing the party of the ghosts of 
“Soarism.” But, despite a more aggressive style of lead- 
ership, his good results in the European elections, and his 
victory at Lisbon City Hall, the Socialist secretary- 
general is still expenencing cycles of instability—a sign 
that his easy reelection at the congress in Porto in 1990 
did not mean an end to internal tensions and did not 
limit the space in which candidates to succeed him can 
maneuver. 


Next October's legislative elections are seen, then, as a 
test of vital importance to Jorge Sampaio's political 
career, and, in that context, only a clear success by the PS 
can settle the issue of internal power for good. Only that 
can explain why the Socialist leader and his supporters 
placed his electoral goal so high—nothing more nor less 
than an absolute majority—even though the political 
situation was indicating (and still indicates) that the PS 
should show some moderation in its appetite to regain 
control of the government. “It almost looks like an act of 
masochism because the chosen goal serves his opponents 
to perfection. But he cannot do anything else if his 
intention is to do away with the atmosphere of intrigue 
and constant challenges to the leader,” explains a 
Socialist cadre who supports Sampaio. 


The only problem is that the reverse side of that coin is 
an almost guaranteed crisis if the PS receives less than 
the 43 or 44 percent required to “dominate” the 
Assembly of the Republic. 


Socialist militants contacted by EXPRESSO are unani- 
mous, however, in feeling that the insistence on an 
absolute majority is more a factor putting psychological 
pressure on the apparatus and voters than it 1s a barom- 
eter of opinion within the party. In their view, the 
dividing line in the challenge will end up being set at a 
percentage making it impossible for the PS to return to 
power and keeping it in its position as the country’s 
second-largest political force 


This is where the first conflicting opinions show up 
because both conditions cr be met even if the party 


obtains as much as about 4/ percent of the vote, given 
the weakened state of other political forces represented 
in Parliament, especially the CDU [Unified Democratic 
Coalition] and the PRD [Democratic Renewal Party] 
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There are those who say that, even so, Sampaio s detrac- 
tors will use the strong argument that “the chief electoral 
objectives were not achieved” so they can begin a race to 
succeed Sampaio. Others maintain that no organized 
group in the party would run the risk of challenging a 
leader who has brought his party from 22.3 percent in 
the 1987 legislative elections to a result of over 36 
percent. “That would be irresponsible and illogical 
behavior, and it would find no support in the rank and 
file,” one Socialist leader claims. 


The same source admits, however, that, below 35 per- 
cent, the party will enter an area where some controversy 
18 likely because that 1s where comparisons with the local 
elections of 1989 begin to be possible. Some observers 
even consider it probable that the secretary-general him- 
self will start the debate, either as a means of testing the 
effect of the elections on his strength within the party or 
with the deliberate intention of giving up the post. 


Successors: Lots of Them 


In cither case, the result would be a “hopeful scenario for 
declared candidates and successors,” according to one 
important Socialist cadre. 


In that situation, it 1s almost inevitable that someone 
linked to Joao Soares minority or even Joao Soares 
himself would emerge, even though the “number-two”™ 
man at Lisbon City Hall is in the habit of saying that he 
will never be a candidate for secretary-general. When 
questioned about the matter, members of the only sig- 
nificant group of opimon within the PS are usually 
evasive in their replies, although it is not rare for them to 
admit that Joao Soares will enter the race for the 
leadership “when he has a strong possibility of winning.” 
They add that, if he does not, any “Soarist™ candidate 
will have it as his objective to strengthen the positions of 
the minority in the party structure. Several alliances are 
considered viable, but the most desirable “partner” 
would be parliamentary leader Antonio Guterres, with 
whom, it should be recalled, there have been rumors of 
agreements in the past. 


Incidentally, Guterres has achieved a prominent place in 
the Socialist mmagination as a candidate who 1s always 
being deferred, although the Socialist leader immedi- 
ately rejects “all insinuations of that kind.” But there 
Cxists a certain consensus that he 1s one of the party 
figures with the best chance of winning a struggle for the 
leadership because of his “political talents” and the 
support he enjoys in the party apparatus almost every- 
where in the country. 


In his circle of friends, it 1s argued that the possibility of 
Guterres’s being a candidate would be logical only if 
Sampaio decided to step down. Although he has made a 
place for himself in the party's current leadership, it 1s 
not likely that the national secretary for organization 
could hope for support from the influential members of 
the current majority. In fact, the best candidate to be a 
leader providing “Sampaioism without Sampaio” cur- 
rently seems to be Joao Cravinho 
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Although he 1s not one of the best known figures within 
the party, the Eurodeputy would have the help of a hard 
core of the current secretary-general’s supporters in 
influencing the more hesitant mass of rank-and-file party 
members in his favor—but that might not be enough to 
defeat Guterres in a direct confrontation. 


In that setting, in which the party's forces are sharply 
divided, it 1s acknowledged that the chief beneficiary 
might be Almeida Santos, who would emerge as one of 
the few people capable of generating a consensus, given 
his ties to the Office of the President and all the potential 
candidates and his unmistakable prestige at the national 
level. But there are those who claim that Almeida Santos 
would agree to be part of a solution only if it involved 
shared power, and. in that case, Torres Couto “would 
have a word to say,” according to what EXPRESSO was 
told by union sources. 


It is usually said jokingly that a list of candidates for 
leader of the PS would include the names of all the 
members. It can be said without exaggeration that other 
candidates may join the crowd, but, at the moment, 
every indication 1s that Sampaio's only successor will be 
himself, 


* Ins, Outs 


YIESO6S4B Lishon O JORNAL in Portuguese 
S-11 Apr Yi pil 


[Unattributed article, first paragraph 1s O JORNAL 
introduction] 


[Text] Cavaco, Nogueira, and Marcelo constitute the trio 
of Social Democratic notables. An election defeat by 
Cavaco wil) elevate Nogucira and Marcelo to top posts. 
And the fact 1s that the two men are destined to get along 
marvelously 


The government and the PSD [Social Democratic Party] 
are currently headed by only one man: Anibal Cavaco 
Silva, who, thanks to quite personalized and strong 
leadership, has silenced the party barons and imposed 
his own political style. To do so, he obtained a passport 
legitimizing his policy: victory by an absolute majority in 
the 1987 legislative clections. Now, with new clections 
just a few months away, everything 1s back in check: 
Either Cavaco will repeat his absolute majority and 
continue to be the all-powerful master of the PSD. or he 
will have to share power 


With men such as Eurico de Melo, whom someone once 
described as the patriarch of the north, and Alvaro 
Barreto, one of the most effective ministers since 25 
April [1974], out of the political spothght, Cavaco laid 
the foundations for his command structure in triangular 
form. In the government and the party, for example, he 
relies on Fernando Nogucira, unquestionably his heir 
apparent at the moment, while Marcelo plays a key role 
in the systematic attacks on Sampaio. The result 1s that 
Cavaco 1s able to belittle his chief political opponent and 
avoid the consequent crosion of his image 
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Six years after Cavaco’s victory in Figueira da Foz, the 
two men who propelled him into the leadership— 
Marcelo and Nogucira—-have met cach other again 
thanks to a variety of circumstances. 


Nogueira- Marcelo: Regular Contact 


PSD sources have told us that Fernando Nogueira and 
Marcelo Rebelo de Sousa have been mecting regularly 
over the past few months to organize Cavaco Silva's 
election strategy. Those meetings are aimed at coordina- 
tion on two levels: projection of the government's image 
and, on the local level, criticism of Sampaio. The man- 
date is clear: Do not allow the Socialist leader to emerge 
politicaily. 


But Cavaco has a sore spot when it comes to Marcelo, 
and that is the fact that the latter was defeated in 
Lisbon’s municipal elections. From his point of view, 
Marcelo was not aggressive enough to defeat the Socialist 
leader. It was against that background that, in addition 
to requesting Marcelo’s good offices in opposing Sam- 
paio, Cavaco also set up a task force that was supposed to 
work with the PSD's Lisbon District Committee to make 
the fight against the mayor of Lisbon more effective. 


But that task force, coordinated by Dias Loureiro and 
consisting of Marques Mendes, Duarte Lima, Pacheco 
Pereira, Montalvao Machado in his capacity as leader of 
parliament, and Falcao ¢ Cunha as secretary-general of 
the PSD, was unable to establish the understanding with 
the Lisbon District Committee that the PSD leader 
wanted. The fact is that Pedro Roseta, following in 
Marcelo’s footsteps, rejected the option of systematically 
opposing Sampaio. 

It was then decided to set up a second group that would 
include only Falcao ¢e Cunha, Marcelo, and the number- 
two man on the Lisbon District Committee, Jose Mota 
Veiga. Together, those three PSD members began orga- 
nizing a strategy aimed at putting the administration of 
Lisbon in check. Dias Loureiro was one of the big losers 
in the setting up of that second task force. 


Losers 


In fact, Dias Loureiro, who was once the PSD’s secre- 
tary-general, is one of the big losers in the “Orange 
State” [the PSD government]. An influential member of 
the so-called Lisbon group and once considered 
Fernando Nogucira’s main rival, Dias Loureiro has 
steadily lost ground over the past few years, and today he 
is merely a minister of parliamentary affairs. In four 
years’ time, he has lost his position as secretary-general 
of the PSD to Falcao ¢ Cunha and ceased to be a rival of 
the current minister of defense. 


Another loser is undeniably Pedro Santana Lopes, who 
resigned as leader of the Lisbon District Committee to 
become secretary of state for culture. His action has 
caused a great deal of controversy, incidentally, and that 
will keep him from advancing in the government or the 
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party. If he had remained on the Lisbon District Com- 
mittee, Santana Lopes could have aspired to a more 
prominent position in the PSD government than that of 
secretary of state for culture. And, by withdrawing from 
political activity last year, Antonio Pinto Leite, a “gray 
eminence” behind the Lisbon District Commiuttec, has 
also lost the influence he once exercised in the capital. 


The biggest loser, however, has been the former minister 
of health, Leonor Beleza, who was once pointed to as a 
potential candidate for PSD leader. It is not likely that 
she will return to the political spotlight now, despite 
Cavaco Silva's persistent invitations. 


Winners 


The winners include two young politicians: Durao Bar- 
roso, who continues to be a serious candidate to become 
a minister, and Carlos Pimenta, who is responsible for 
drawing up the PSD's program for government and who 
may return to the government at any moment. 


On the other hand, Fernando Nogucira is unquestion- 
ably the PSD’s number-two man and a candidate to be 
its leader. He has a sizable political machine in the ficld. 
Men such as Duarte Lima (a candidate for leader of the 
parliamentary group), Marques Mendes (secretary of 
state for the Office of the Prime Minister), and Pedro 
Roseta are also members of Cavacoism’s batch of win- 
ners. In the north, Luis Filipe Menezes is continuing to 
score points by bringing hundreds of new members into 
the party every year, something that is viewed with 
suspicion by some PSD leaders, who charge that his 
activity is tinged with political self-interest. Those 
leaders, who are close to Aguiar Branco, even say that it 
is extremely rare for Luis Filipe Menezes to take a stand, 
as happened recently in connection with the amnesty 
case. 


Outsiders 


The outsiders are all those maintaining an interested 
distance from the top spots in the government or party 

They are the notables who may return at any moment 

First among equals is the patriarch of the north, Eurico 
de Melo. He is still an active rank-and-file member in 
Santo Tirso and may head the slate of deputies for Braga 

The fact that he recently accepted a position in a private 
bank indicates that he is continuing to pay very close 
attention to political life. Another outsider is Rui 
Machete, chairman of the Luso-American Foundation, 
although he continues to be a loyal deputy, as 1s indi- 
cated by his performance as chairman of the Assembly of 
the Republic's Committee on Economy and Finance 

Joao Salguciro, who was Cavaco’s rival at the congress in 
Figueira da Foz, devotes himself to banking, while Pinto 
Balsemao is now gambling everything on private televi- 
sion. Alvaro Barreto has other possibilities in mind, but 
he may return to a prominent position in political life at 
any moment, especially if he accepts the invitation that 
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Cavaco Silva is preparing to send to him and succeeds 
Cardoso ¢ Cunha in the coveted position of European 
commissioner. 


* Social Democratic Electoral Majority Discussed 
91 ES0652B Lisbon O JORNAL ILUSTRADO 
in Portuguese 5-11 Apr 91 p 9 


[Article by Antonio Pinto Leite: “PSD: All or Nothing””] 


[Text] There is one question that has been little debated, 
and yet it seems pertinent to me: If the PSD [Social 
Democratic Party] fails to receive an absolute majority, 
should it agree to form a postelectoral alliance, with the 
CDS [Social Democratic Center Party] in particular? 


The question is timely: We are six months from elec- 
tions, and the polls published remain contradictory, 
indicating for the PSD figures ranging from a comfort- 
able 43 percent to an irremediable 34 percent. 


It ts my conviction that the government that will best 
serve Portugal, in view of the possible options and 
considering the nature of the challenges awaiting us, 
would be a government headed by Cavaco Silva, based 
on a solidary, homogencous parliamentary majority, in 
the context of an internally demanding PSD. 


1 am also convinced that this result is possible. The 
PSD's current popularity index, with all the polls ana- 
lyzed and the respective views on the distribution of 
undecided voters, combined with Cavaco Silva's popu- 
larity index, brings the PSD close to the threshold of an 
absolute majonty. 


Nevertheless, | do not harbor too many illusions. In the 
context of the electoral system we have, the rule is a 
necessity for coalitions and the virtual impossibility of 
single-party majority governments. A Portuguese party 
achieving an absolute majority is entitled to be listed in 
The Guinness Book of World Records. 


1 would add something that the voter should remember: 
After the latest amendment to the electoral law, and with 
a marked rise for the PS [Socialist Party] to be antic- 
pated, in any event, the studies made indicate that, to 
obtain an absolute majority, 42-43 percent might not 
suffice for the PSD, but rather close to 45 percent. 


The possibility that the PSD may not attain an absolute 
majority should therefore be considered. Perhaps run- 
ning somewhat against the tide, I think that a precon- 
ceived postelectoral strategy of “all or nothing™ would 
not be the best indicated for the PSD, or for Portugal. 


All elections create political dynamics of their own. In a 
situation marked by normalization of Portuguese dem- 
ocratic life, theoretically it would not make sense for the 
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PSD to fail to assess the dynamics of the October 
elections, even if they were not entirely favorable for 1. 


This assessment would have four conditions. In the first 
place, a political alliance would be justified only if an 
earnest, effective, legislative government were assured. 
Second, any alliance would have to guarantee a parlia- 
mentary majority that would certainly not be homoge- 

neous, but necessarily cohesive. Third, a potential alli- 
ance moncing lice? not damage the political assets already 
acquired in terms of bipolarization, hence, the possi- 
bility of a PSD-PS coalition would have to be precluded 
at the outset. Fourth, the endeavor in a legislative 
government would require the leadership of Cavaco 
Silva and the preservation of his authority as PSD leader 
and head of the government. 


Essentially, if an absoluie majority were not procured, it 
would remain for the PSD to decide two things: what it 
wanted Cavaco Silva to do and, if a parliamentary 
majority were formed with the CDS, whether it should 
negotiate a government alliance with that party. Hence, 
the question would be reduced to just one: Should the 
PSD, with Cavaco Silva, form an alliance with the CDS” 


To me the answer 1s simple: The PSD should accept an 
alliance with the CDS, provided it met the full condi- 
tions for ensuring an effective legislative government. 


Therefore, the PSD would have to accrue, legitimately, 
results no lower than 40 percent and have Cavaco Silva's 
leadership available. The CDS would have to be reason- 
able in the negotiating process and have the reinforced 
leadership of Freitas do Amaral available. Both leaders 
would have to surmount possible personal disagreements 
and other issues that might divide them. Finally, the 
program objectives would have to be clear-cut, and the 
members of the government would require the prime 
minister's confidence. Their air would have to be the 
selection of ministers and the government's political 
operativeness, and not merely a view toward satisfying 
chenteles or attaining partisan balances. 


The conditions that I have described would be difficult 
(but not impossible) to achieve and would have to be 
assessed without any illusions. (It should be remembered 
that, in 1985, the negotiating process between the two 
parties led to a split.) Without effective conditions for 
governing in a stable manner, Cavaco Silva should not 
commit himself and neither should the PSD. If the 
country, through a vote, forces this conclusion, alterna- 
tives will certainly be considered 


Under any circumstances, 11 would remain for Cavaco 
Silva to decide. There are no figures in the PSD who 
could meet the political conditions for forming a legisia- 
tive government in an alliance with another party. 
keeping Cavaco Silva in the Republic's reserves. It 1s not 
worthwhile harboring illusions, the laws of political 
battle are merciless 











eva PORTUGAL 


Oddly enough, the possibility of an alliance would leave 
Cavaco and the Cavaco movement in a contradictory 
state: On the one hand, the detached, solitary, intransi- 
gent politician, with the notion of doing his duty, feeling 
attracted by the radical decision; and, on the other, the 
value system that generated the elimination of ideolog- 
ical conflict, willingness for political compromise, and 
an appreciation for the technocratic dimension of gov- 
erning—all demanding the capacity to preserve power 
and to prolong stability, even if it is with different 
patterns. 


A winner distinguishes himself from others because he 1s 
not prepared for defeat. Hence, Cavaca Silva will only 
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analyze thes issue in depth after the elections, and if he is 
employed. On the other hand, a politician who sets such 
a demanding goai for himself will be forced to resort to 
all means to attain it, including emotional pressure on 
the electorate Therefore, Cavaco Silva must keep up the 
discourse he has been offering, persuading people that he 
will withdraw .{ he fails to receive an absolute majority. 


Nevertheless, he should not close all the doors in the 
non-Socialist area. The Cavaco movement would not 
forgive Cavaco Silva if he should become instinctively 
radical, without first having been dispassionately 
rational. 
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‘Contradictions’ Between PSOE, Government Noted 


PMO9IS1S4 +1 Madrid DIARIO 16 im Spanish 
4 May 91 pé 


|[Manilo Suarez report: “Solchaga Acknowledges Contra- 
dicnons Between PSOE and Government, but Also 


Agreements” ] 


[Text] Madnd—Miumnister of the Economy and Finance 
Carlos Solchaga acknowledged yesterday that there are 
sometimes “apparent contradictions” between the party 
and the government, although. according to him, they do 
not detract from the high degree of agreement in 
thinking between the members of the government and 
the Socialist leadership 


Both the economy minister and Minister Spokeswoman 
Rosa Conde tned to make 1 clear that the government 
deems this controversy closed and used the press confer- 
ence following the cabinet meeting to disparage the latest 
statements by People’s Party Chairman Jose Maria 
Arnar 


To this effect, Rosa Conde stated that the People’s Party 
leader “1s showing signs of grave political ignorance.” 


The controversial economy minister was charged with 
playing down the lack of coordination between the 
Moncioa Palace and the PSOE [Spanish Socialist 
Workers Party] and he asserted that “there may occa- 
sionally be a lack of coordination or apparent contradic- 
tions, but 90 percent of these daily dealings will reflect 
continuity of thinking between party and government.” 


He also demied that another harson mechanism between 
the ministries and the “apparatus” must be set up in 
order to resolve this lack of communication, although he 
was the member of the government most affected by the 
“shght lack of coordination” which was acknowledged 
by Minister Spokeswoman Rosa Conde and which 
started this controversy 


Discretion and restraint were the dominant tone im 
Carlos Solchaga’s replies. The economy minister 


weighed his every word and avoided making comments 
about whether coordination between party and govern- 
ment would have been smoother with him on the PSOE 
Executive Committee 


SPAIN " 


Rosa Conde also deemed the argument settled. “because 
it does not interest the public.” According to the munister 
spokeswoman, the argument as to whether Deputy 
Prime Minister Narcis Serra should or should not be the 
coordinator between the government and the party “is of 
no political importance and is a trivial matter.” 


Once the two members of the Socialist cabinet had 
deemed this matter closed, they both replied wath preci- 
s10n to the latest statements by People’s Party Chairman 
Jose Maria Aznar about where governing takes place and 
about the “uniumplemented™ plan for 400.000 homes 
which the PSOE promised in 1982 


The People’s Party leader recently stated that the Social- 
ists are governing from Ferraz (PSOE headquarters}— 
not from the Moncloa Palace. Conde asserted that Aznar 
“is showing signs of grave ignorance. because who gov- 
erns and how 1s in the Constitution.” 


Carlos Solchaga said ironically that the promise about 
homes has already been kept over the past few years. 
“and the population wants to cortinuc to live mm houses.” 
He added that “Mr. Aznar has the privilege of being one 
of those people with a selective memory.” 


Foreign Minister Receives Moroccan Counterpart 


LDO9OS 132491 Madrid Domestic Service in Spanish 
1100 GMT 9 May 91 


{Excerpts} Foreign Minister Francisco Fernandez- 
Ordonez, and Abdellatsf Filali, his Moroccan counter- 
part. have been meeting at the Foreign Ministry since 
1100. [passage omitted] Rosa Jimenez has just returned 
from the Foreign Ministry and reports on this meeting 


[Jumenez) The meeting lasted for more than an hour. 
Fernandez-Ordonez and Filali reviewed bilateral rela- 
tions. Fernandez-Ordonez gave his counterpart a 
Spanish draft of a Spanish-Moroccan treaty. the work on 
which 1s very advanced, and according to Fernandez- 
Ordonez it 1s hoped that this treaty can be signed around 
June 


The subject of Moroccans’ situation in Spain was also 
discussed. Moroccan Minister Abdellatif Filal: saed this 
matter has also been discussed with other European 
countnes and he understands that it 1s a decision made 
within the EC, of which Spain is a member 


[Announcer] Let us recall that this meeting has taken 
place six days before the Spanish authorities requere an 
entry visa to our country for Maghreb citizens 
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Aid for Kurds Agreed; Source Still in Dispute 
P0905 145391 Copenhagen BERLINGSKE TIDENDE 
in Danish 8 May Gi p4 


[Karen Sorbo report: “Agreement at Last on Aid for the 
Kurds” ] 


[Excerpt] Yesterday Foreign Minister Uffe Ellemann- 
Jensen (Liberal) won broad support in the Folketing 
Foreign Affairs Committee for his proposal that Den- 
mark give 75 million kroner for aid work among the 
Kurdish refugees wm Turkey, Iran, and northern Iraq 
After the support for the foreign minister's proposal was 
expressed, a similar proposal from the Social Democrats 


was dropped 


Uffe Ellemann-Jensen called the proposed solution of 
sending unarmed men to help “better than nothing.” 
while Social Democratic Party Chairman Svend Auken 
said that “it 15 vexeng that we have had to wait until May 
to reach the solutevon that we could have reached as long 
ago as the beginning of April, but I am happy that we 
have at last been able to achieve a reasonable result.” 


This means that at its meeting today the Finance Com- 
mittee will be able to deal urgently with the matter and 
grant the moncy 


However, at the meeting there 1s cxpected to be discus- 
sion of where the moncy is to come from. The govern- 
ment wants tu take the 75 million from Danida’s 
[Danish international development agency! disaster 
fund, while the Social Democrats and the Radical Lib- 
erals want the moncy to be provided through an add)- 
tional grant to Danida 


According to Hans Hackkerup (Social Democrat), if the 
whole sum 1s taken out of the disaster fund, which totals 
305 millon kroner, thes would exhaust the fund, part of 
which has already been carmarked for emergency aid for 
Bangladesh. for crample [passage omitted] 


* Faeroe Islands Will Sign Agreement With EC 
VIE NOGO8B Reykjavik MORGUNBLADID in Icelandx 
28 Mar 91 p SO 


[Article by Nils Jorgen Bruun: “Faeroe Isla’ d 
on Free Trade With EC} 


[Text] Copenhagen—A free trade agreement betwee 
Facroe Islands and the European Commu ity (EC) weil 
be signed in the surmmer. The agreement negotiations 
have been gong on wninterrupted for two years. imple- 
mentation of the agreement means that the Facrocse 
receive access to the EC mnrr market from | January 
1992 
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According to the agreement the Facrocse receive free 
access with their own goods to the EC market, but m 
exchange, they lower customs duties on gcods of EC 
countnes 


The Faeroe Islands have otherwise been the only part of 
the Danish kingdom which has not had membership in 
the EC. The Facroese rejected membership during the 
seventies, and the Greenlanders left the Community in 
the year 1985 


Fishing rssues are the sole pomnt whach 1s left to settle in 
the agreement, bul 1s anticipated that that will be 
resolved before the summer 


* Domestic Debate on EC Security Role Viewed 
9IENO418C Copenhagen BERLINGSKE TIDENDE 
in Danish 25 Mar 9i p 6 


[Article by Ole Bang Nicisen and Jorn Mikkelsen 
“Debate Over Danish Change in EC Politics” —first 
paragraph is BERLINGSKE TIDENDE introduction) 


[Excerpts] The debate is raging over what obligations 
Denmark has assumed with respect to the numerous 
proposals on foreign and defense policy cooperation 
within the EC. Denmark is striving to mamta its 
position and. at the same time. to demonstrate interested 


restraint 


Today the 12 EC foreign ministers have an appomiment 
at the sdyllic Chateau Senningen., five minutes by lmovu- 
sine from the Luxembourg airport 


Thew agenda includes the prospects for a jornt EC 
defense and foreign policy and. perhaps as an admission 
of the explosive nature of this topic, the diplomats who 
are accompanying the ministers have not tired of 
stressing that these are informal discussions and that 


they are completely off the record 


The meeting was called just two days after the outbreak 
of the Gulf war, on |7 January, bul « was made more 
controversial by the publication last week of the Danish 
draft of a treaty for political unification of the BC 


The reconcihation that was beheved to have entered the 
Danish EC debate after the preparation of a special EC 
memorandum before the conference on political unifica- 
tion was suddenly replaced with an angry disagreement 
at Christiansborg 


The government and the Social Democrats used the EC 
memorandum as a basis for the draft treaty. but the other 
parties believe there was a shift on the formulation of the 
Danish position on foreign and defense policy 


The critecs beleve that the door has now been opened for 
changes in the Danish policy, the purpose of which may 
be an as yet undefined system of military cooperation 
within the EC 
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Thos veew 0s categorically demoed by the coalition parties 
and the Socsal Democrats but Liberal Party chairman 
Charlotte Antonsen agrees with the other partees that the 
text creates the possibility of such cooperation 


In Brussels the view os that the new treaty teat places 
Denmark closer to Britain on defense and foreign policy 


matters 


“The direct opposition to EC cooperation on defense. 
which Denmark previously capressed, seems to have 
been replaced with a more open position.” an EC dip- 
lomat from one of the larger countries sand 


He noted. m partcular, that Denmark now seems to 
accept some form of stronger military cooperation 
withen the EC, as long as this 1s done within the frame- 
work of the carsteng alhance structures, such as the 
Western European Union, WEU 


Denish “Ne* 
It « precesely the WEL that more and more at the 
center of a European debate that is attempting to find a 
formula for of and how the WEL can be the armed force 
of the EC 


Here at home the debate just begenning Officially, 
Denmark 1s agarnst membership on the WEL) and agarnst 
closer cooperation between the EC and the WEL But 
Foren Minister Uffe Ellemann-Jensen (Liberal Party) 
%S not wnwelleng to discuss a possible future Danish 
membershep, but the Social Democrats reject the sca 
totally Hans Hackkerup (Social Democrat) has stated 
that the Socsal Democratic Party would not be prepared 
to take wp the question again, even if the present 
negotiations on EC unification lead to tres between the 
EC and the WEL 


Denmark also has long had a standing mvitation to jon 
thes old West European defense pact. which was estab 
leshed on 1948 and resurrected during the late 1980's 
Recently French Foreign Minister Roland Dumas said 
that the three EC countries that are not also members of 
the WEU (Denmark, Ireland, and Greece) would be 
welcome to porn al any time 


The Danish Foresgn Ministry also 1s aware at all tomes of 
what the WEL) ss domg Recently, post 4 days after the 
latest WEL meeting on 22 February, the embassy m 
Paris sent a 14-page report with a summary of the 
meeting plus a telex report back to headquarters at 
Asatik Plads On two occasions the Foreign Ministry 
has sent an observer to WEL meetongs, but that was 
because the Crulf war was berng discussed 


Denmark had no observers at the most recent WEL 
mecting im Pars. At thes meeting. the WEL countries 
took another step toward coordimating EC and WEL 
activities om the area of foreign policy and they decoded 
among other things. to hold meetings on common offices 
and to move the WEL headquarters from London to 


Brusecls. the heart of the EC 
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Danish researcher Ole Waewer of the Center for Peace 
and Conflict Research im Copenhagen beheves that « 
final resolutvon on future military cooperation within the 
EC os three to five years away. unless « os reached mn 
connection with the next mayor mmternational crises. on 8 
par with the Gulf war 


“Until then, they will remaim quite ambiguous. What ss 
NATO's relationshup ¢* “a ©C and what « the position 
deg ohana oer agenda ae yt rete nog 
that they can handle a great deal 

particularly m connection with the Ayo 
Monctary System] cooperation. This will probably be 
necessary om the coming years, as well,” Ole Waever said. 


Demand BC Army 


[passage omitted) In any event, the French-German plan 
will leave the three EC cowntres that are not members of 
the WEL without influence on the defense and securnty 
policy of the EC, EC diplomats aay. The real decisions in 
thes area will be made at the WEL). before the proposals 
reach the EC table. where Denmark also sits 


Majority Rule 


Denmark wow supports the recommendation of Great 
Britain and the Netherlands when « comes to foreign 
policy, whech 1s now included om the so<alled European 
Political Cooperation 


Like the Danes, the Britesh hawe demanded that unea- 
nimity contenue to be required im foreign policy deci- 
wons. France and Germany. supported by most of the 
other countnes, want foregn policy decirmons to be made 
by a so-~<alled statutory mayority—the usual method of 
determining questions m the EC Council of Ministers. 
where the countrnes are given a certain number of votes. 
more or less according to thew size, and where a 70- 
percent majority «= required for a proposal to be 
approved [passage omitted] 


[Box, p 6) 


Will EC Have Military’ 


EC Memorandum October 1990. “The Danish Govern- 
ment will cuplore the powsibulitees for, and the extent of, 
a higher degree of integration of the economic, political, 
and security aspects of foreign policy 


“The government rejects a European political coopera- 
thon that mcludes a cooperative defense policy that 
would establish jornt meittary forces 


“The Danish Government holds that the consensus rele 
should contenuc to apply to msucs relating to European 
political Cooperation © 


Treaty Teat March 1991 “A joont foreign and security 
policy encompasses in principle all apsects that member 
cowntrees are mm agreement on Miltary cooperation 
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* Smaller Opposition Parties Angry at SDP 
VIE NO4144 Copenhagen BERLINGSKE TIDENDE 
in Danish 11 Mar 91 pp i. 3 


Article by Jorn Mikkelsen: “SDP Called Power- 


Hungry} 


[Text] The Radical Liberal Party and the Socialist Peo- 
ples Party are angry over what they describe as the 
Socral Democratic Party's highhandedness and arro- 


; 


The specific cause was the Social Democratic Party 
[SDP] accord with the government on an Oresund con- 
nection. But both parties emphasized particularly that 
the SDP. in general, behaves improperly toward the 
Folketing's smaller parties 


“The SDP has ultimately become the only party at 
Christiansborg to lack a feeling of humility and a sense 
for what 1s normal, decent conduct toward others. espe- 
cially towards the smaller parties.” sand Radical Liberal 
Party Chasrman Mananne Jelved 


The Socsalest People’s Party Chairman Gert Petersen 
feels that clection victory has gone to the Social Demo- 
crats’ head 


“They are regressing to the iron-fisted leadership of an 
earler era. They had come quite a long way from that 
wince H.C. Hansen and J.O Krag’s tome. But there has 
been a backshde, which has had its repercussions also 
imternally within the SDP group.” sand Gert Petersen 


The Christian People’s Party criticized the SDP leader- 
ship for regarding itself as a cut above the small parties 
CD [Center Democratic] feels that, at thes tome, SDP is 


not fit to govern 


Critecrsm has been ramming down on the SDP from the 
group of parties in the Folketing who are cxpected, after 
an clection, to deliver the votes that will rane SDP 
Chairman Svend Auken to the prime minister's post 


The Radical Liberal Party and the Socialist People’s 
Party are angered over SDP's accord with the govern- 
ment over the Oresund bridge. The Christian People’s 
Party complains that SDP will only deal with the gov- 
ernment if the small parties are locked out. And CD 


FBIS-WEL -91-091 
10 May 1991 


msists upon a much fnendher attttude toward the 
United States before CD can again regard the party as fit 
to govern 


The former Radical Liberal Enviroment Minister Lone 
Dybykaecr has clearly sndica’ d that SDP suppor of an 
Oresund bridge after an clection could cause the Radical 
Liberals to withhold their support from a Svend Auken 
government 


Marianne Jelved, the Radical Liberal chairman, wil! not 
go that far at thes tome. She wishes merely, im general 
terms, to speak out on the conduct she finds character- 


istic of the largest opposition party 


“There are a few characteristics of the SDP which we do 
not care for. It ss owr empresson that the SDP treats 
other partes. and especially the small parties. very 
shabbily It 1s typical of the way SDP pushes propaganda 
through mm the media, that they often totally disregard 
the real events at Christsansborg.” sand Marianne Jelved 


She feels the SDP lacks humulity mm the purpose which 
political partees are committed to pursuing, and 
describes what she feels ought to be normal, decent 
conduct from the largest party 


Marianne Jelved stresses that the other large parties, the 
Conservatives and the Liberal Party. do not suffer from 


the same highhandedness 


“The difference between the SDP and the other large 
parties 1s that the Conservatives and the Liberals treat 
other partes im an appropriate manner.” she sand and 
added 


“Bul we cannot say om advance that we will not cooperate 
with another party because we thenk that « behaves 
meoorrectly. It a given  Daneh government that one 
cooperates m order to uive the nation's problems 
regardiess of whether we like cach other or not.” 


The Socialist People’s Party Chairman Gert Petersen 
says frankly that the SDP victory at the polls has gone to 
the party's head. He recognizes a type of “iron-fisted 
leadership” im the party, which according to the 
chairman, also characterized the party im the 1990's and 
1960's under H.C Hansen and J] O Krag 


“SDP capernenced a success in the last election which it 
has difficulty handling. Earlier, the party was known for 
a certain power-lust, but with the years this faded into 
the background. Now I think that the current msue over 
the Oresund bridge ports once again to a power-hunger 
mm the party.” sand Gert Petersen 


He referred also to Copenhagen’s Social Democratic 
Mayor Jens Kramer's “secret agreement with the finance 
minister concerning the destruction of West Amager™ in 
connection with plans for an Orestad 


“I would hope that SDP voters and members would 
press their party to abandon its dictatonal methods and 
bridge building to the Conservatives. Otherwise, a Red 
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majority will get a bad deal, and it will be very difficult 
to get rid of the Conservative policy.” said Gert 
Petersen. 


He stressed however that the Socialist People’s Party 
would not bring to future negotiations with SDP on 
forming a government an ultimatum that the Oresund 
accord be dropped. But the issue would be “included in 
the proposal which the Socialist People’s Party will 
submit to the negotiations,” he said. 


The Christian People’s Party also expressed its annoy- 
ance with the SDP, drawn against a background of years 
of expenence in Folketing politics. 


“The SDP leadership regards itself as a cut above the 
small parties. They do not take us into account, and we 
are locked out when the party decides to deal with the 
government,” said Knud Glonborg (Christian People’s 
Party). He feels the SDP does not live up to its official 
objective of a broad coalition in the Folketing. 


CD's Chairman Mimi Jakobsen attacked the SDP in 
BERLINGSKE TIDENDE on Sunday from another 
direction. She said that the party, judging from its 
attitude during the Gulf war, has become anti-American. 
She requires a distinctly friendlier attitude toward the 
United States and “a whole lot of changes” before she 
will consider the SDP fit to govern. 


* Central Bank Chief: Economy Rebounding 


* Wage Pact Cited 


9/ENO423A Copenhagen BERLINGSKE TIDENDE 
in Danish 21 Mar 91 Second Section p 1 


[Article by Kim Schaumann: “Central Bank: Upswing 
Under Way”™] 


[Text] The central bank [Nationalbanken] praises the 
Danish economy. High exports and low wage increases 
raise expectations that Denmark will achieve growth on 
a par with that of foreign nations. 


Denmark's days as a society plagued by economic stag- 
nation are over. This is the joyful message of the central 
bank's new report, which predicts a moderate economic 
upswing. In the report, which was published yesterday. 
Nationalbanken expressed its most positive outlook to 
date on the Danish economy. 


“Our attention to the balance of payments and the 
growth of spending over the last few years has resulted in 
a situation in which the Danish economy can sustain 
growth on a par with growth abroad.” writes [central 
bank} Governor Enk Hoffmeyer. 


Although a restrained tone still prevails in discussions of 
the Danish economy, Nationalbanken’s evaluation ts in 
marked contrast to Hoffmeyer's regular and persistent 
criticisms of years past. 
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Increased economic growth in Denmark will make Den- 
mark more prosperous, and it will facilitate the creation 


of new jobs. 


The central bank governor gave the lowest wage 
increases since 1987 a lot of the credit for the fact that 
Denmark can again look forward to growth on a par with 
growth abroad. For the same reasons, Hoffmeyer stresses 
that “a satisfactory growth in employment presupposes 
an efficient labor market and costs continuing to nse 
more slowly than in other countrnes.~ 


Industry also receives credit for the fact that Denmark is 
on the way out of four years of low growth. Hoffmeyer 
emphasizes that “exports of industrial products 
increased well despite an impaired competitive capa- 
bility at the end of 1989". Despite a high exchange rate 
on the krone, Danish industry has maintained its market 
share abroad. 


“Our growth was thus more favorable than that of most 
other European countries,” writes Hoffmeyer. 


The governor also notes that savings investments are 
presently extensive enough to more than cover housing 
and business investments. Denmark has returned to the 
same high level of savings it enjoyed during the carly 80s. 


* Bank's Finances Sound 
YIENO423B Copenhagen BERLINGSKE TIDENDE 
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[Article by Kim Schaumann: “Central Bank Lost Bil- 
hons”] 


[Text] As it was for other banks, 1990 was a costly year 
for the central bank [ Nationalbanken]. However, the fact 
that the losses totalled 3.7 billion kroner is blamed 
primarily on statutory obligations 


Like other financial institutions, Denmark's central 
bank lost billions of kroner in the course of 1990. The 
bank had to tap its reserve to cover a total loss of 3.7 
billion kroner. These figures come from the bank's new 
report, which was published yesterday 


Nevertheless, the Nationalbanken’'s losses are relatively 
small in relation to the bank's assets, and they are at the 
same time not a sign of bad management to any note- 
worthy degree. The losses are not attributed to the fact 
that customers could not pay back their loans, but rather 
to the fact that the central bank was held by law to a 
number of special obligations 


For instance, the strengthening of the krone over the 
course of 1990 automatically meant a loss for the central 
bank, which administers Denmark's currency reserves 
The bank lost 2.7 billion kroner, mostly on its dollar 
holdings. The bank nevertheless notes drily that its 
present reserves are considered to be overly “ample.” 
With this remark, the bank itself says that the loss in this 
area could have been limited somewhat 
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The central bank had to draw 54 million kroner from 11s 
reserves to cover the losses. This reduced the bank's tota! 
asscis by a small amount to net capital holdings of 29.! 
billion kroner. Nationalbanken retains healthy assets in 
comparison with the country’s reguiar financial institu- 
tions. The largest [commercial] bank, Den Danske Bank. 
has net capital of 20.7 billion kroner. 


Nationalbanken Governor Enk Hoffmeyer is taking 
matters into his own hands, as he is glad to see other 
financial institutions doing. The central bank 1s in fact 
reducing its staff this year by 19 employees, bringing the 
total to $22. The present employee count 1s the result of 
a sharp reduction. In 1982, the central bank had 635 
employees. 


The scope of the central bank's business involvement is 
nowhere near as great as that of the largest [commercial] 
banks. Nationalbanken's balance of 132 billion kroner 
does not look like much next to Den Danske Bank's 
balance of 389 billion. On the other hand, the central 
bank's transactions are entirely exclusive. 


The government, which had 38.4 billion kroner in its 
central bank account at the start of the year, is the biggest 
customer. However, the central bank's most lucrative 
asset 15 its mght to issue currency. 


Financial institutions can loan moncy to and deposit 
moncy in Nationalbanken. However, they do so only to 
a very limited extent. At the start of the year, combined 
deposits totalled 10.5 billion kroner, while combined 
loans totalled 4.1 billion. 




















Denmark's Central Bank 1989 | 1990 | Change in 
| Percent 
| 

In Bilhons Kroner 

Losses on currency. etc \a4 3”? s - 
Balance 119.6 1324 Ta 
Surplus 23 - 0.05 —_ 
Net capital 29) 291 0 














* Banks With Surplus Funds 


YIENO423C Copenhagen BERLINGSKE TIDENDE 
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{Article by Kim Schaumann: “Drop in Interest Rate 
Means Little”] 


[Text] The lowering of the central bank's interest rate has 
had little impact. The banks will have surplus funds 
during the coming months, and thus have no bargaining 
power 


Danish banks and saving institutions have surplus funds 
now and will continue to have over the next few months 
This 1s an important reason why the fact that the central 
bank [Nationalbanken] has lowered its interest rate will 
have very little significance. When financial institutions 
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have more moncy than they can loan out, the fact that 
the central bank makes 1 cheaper for them to loan it has 
little practical significance 


Yesterday, the day after the central bank lowered its 
interest rate by half a percentage point to 10 percent on 
loans to financial institutions, reactions appeared on the 
so-called money market. These reactions serve to illus- 
trate the situation. Since very little moncy was loaned 
out, the day-to-day interest rate fell only 0.1-0.4 percent 
The majority of financial institutions deposit moncy in 
their own accounts with Nationalbanken—or with one 
another 


After the market reaction became apparent, Unibank 
President Steen Rasborg commented as follows 


“By reducing the interest rate, the central bank has first 
and foremost prevented the rate from increasing. We will 
not change interest rates to our customers until the 
market rate has fallen in a meaningful manner.” 


The head of Unibank’s liquidity office, Christopher 
Gabel-Jorgensen, explains that Unibank expects there to 
be a surplus of money in the banking system over the 
coming months, up to and through June. During that 
tume, he does not expect the Central Bank rate reduction 
to have an impact. If there had been a shortage of moncy, 
the reduction would have had a major impact 


* Paper Lauds Government 
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[Editornal: “Ideology and Facts”) 


[Text] Once upon a time, it was a political necessity to 
discuss the difference between ends and means in social 
democratic and nonsocialist economic policies. The 
social democratic policies could be evaluated on the 
basis of the figures derived from many years of political 
responsibility. The nonsocialist policies were unproven 
and consequently had to be set forth with a little bit of 
ideological additive. The situation 1s now reversed. The 
figures since 1982 speak for themselves, while on the 
other hand, the Social Democrats and the SF [Socialist 
People’s Party] no longer have real-world applications, 
but only ideology to cling to. It 1s a different world, one 
which can be difficult to relate to, especially in the case 
of the most deeply implicated combatants 


Folketing member and dputy chairman for the Left, 
Anders Fogh Rasmussen, appeared for a number of years 
as the standard bearer of the nonsocialist regime, and 
ideological additives were his strong suit. As tax min- 
ister, Fogh Rasmussen held the line. However, with the 
addition of the minister of the economy post, realpolitiA 
seems to have become more important than declara- 
tions. The fact 1s that declarations are worth something 
only if one pursues the correct policy in practice, the 
minister now says. The double-duty minister will be held 
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to this teaching. Results, u claims, are in fact the 
nonsocialist government's basis for existence. 


Both the Economic Secretariat and the central bank gave 
very high marks to the government's economic policy 
last week. Naturally this entitles the government to sct 
new goals for its economic policy, with interest rates and 
employment naturally entering the picture. Denmark has 
a real need for increased economic growth, higher 
employment, greater business investment and, conse- 
quently, lower interest rates. 


However, both the capital and labor markets are 
impaired by the fact that the general economic policy 
cannot have a sufficiently strong impact. A gencral 
expansive economic policy does no good. Structural 
reform is needed. The minister of the economy is cer- 
tainly correct in thinking that this can be achieved 
through the results of policy, which simply compel 
solutions by virtue of the market's own powers. The 
labor market is to be liberalized via a daily-wage reform 
which clearly differentiates between truth and trickery. 
The money and capital markets will align themselves on 
the basis of market-<determined results, when forces 
liberated within the market are given free rein as a 
consequence of Denmark's wholehearted acceptance of 
the narrowest and consequently most duty-bound cur- 
rency cooperation which can be established in the EC. 
This will yield results, which count. Results hold up 
better than ideology when one has the actual responsi- 
bility for the economy of our society. By the way, the 
same ts true in the area of taxes. 


* Unions Concerned Over East German Influx 


* Blamed for Wage Drop 
91/ENO0422A Copenhagen BERLINGSKE TIDENDE 
in Danish 21 Mar 91 Second Section p ! 


[Article by Dorte Skovgaard Wihre: “Hard To Avoid 
Low-Wage Labor”) 


[Text] Denmark cannot prevent ex-East Germans from 
receiving lower wages than Danes when they take Danish 
jobs. Legislation providing for control of salaries paid to 
foreigners will involve a case before the EC court The 
Union of Danish Metal Workers will not receive the 
government's support to require equal pay for Danish 
employees and workers from places such as what was 
formerly East Germany. According to Under Secretary 
Alfred Toft of the Labor Ministry, if we impose controls 
on the wages paid to foreign workers holding Danish 
jobs, we run the nsk of a case before the EC court. The 
Union of Danish Metal Workers has called upon Labor 
Minister Knud Enk Kirkegaard (Cons.) to implement 
uniform salary regulations, because they are afraid that 
well educated ex-East Germans will come in large num- 
bers and function as a cheap labor force. However. 
according to Alfred Toft, the labor minister is not likely 
to comply. “The EC will react, because the issuc 1s not 
legislation as to whether all Danes will be paid sect wages 
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Only where agreements have been reached can such 
requirements be made. The EC will not accept that we 
should treat Danes worse than foreigners.” says Alfred 
Toft of the labor ministry. A year ago, the EC commis- 
sion announced a directive proposal which would mect 
the umion’s demands. The proposal was cxpected in 
mid-March, but it has yet to appear. “We wait anxiously, 
but we have a feeling that the reason the proposal has not 
been forthcoming is that the commission is aware of the 
problem at issue here,” adds Toft. The Union of Danish 
Metal Workers’ wishes are im response to last month's 
events at Vestkraft in Esbjerg. There the German firm 
Lentyes hired ex-East Germans at one-third the wages of 
a Danish metal worker. The union threatened conflict, 
and after negotiations, succeeded in convincing Lentjes 
to increase the wages to Danish levels. 


* Danger of Labor Unrest 
9YIENO422B Copenhagen BERLINGSKE TIDENDE 
in Danish 21 Mar 91 Second Section p 2 


[Article by Dorte Skovgaard Wihre: “Threat of Conflict 
Will Produce Equal Pay”) 


[Excerpt] The Danish labor movement 1s secking cqual- 
pay legislation for Danish and foreign workers, as well 
educated and low-paid ex-East Germans are cxpected in 
Denmark. The reunification of Germany has created 
new problems for the Danish labor movement. Ex-East 
Germans with wage expectations one-third those of 
Danish workers have become EC citizens, with equal 
rights to jobs offered under the EC acgis in Denmark 
However, they are not entitled to equal pay. Labor 
organizations such as the Union of Danish Metal 
Workers consequently predict that over the next few 
years we will see a number of cases in which companies 
will try to obtain cheap labor by employing the former 
East Germans. These people will probably be very inter- 
ested in coming to Denmark, given the enormous unem- 
ployment facing them back home. Al the same time. they 
are well educated in comparison with other low-paid 
workers in the EC. These predictions came truc at 
Vestkraft in Esbjerg. where the German firm Lentyes. 
which employs 8,600. received an order to do a welding 
project, and by employing ex-East Germans on a group 
contract basis, the company was able to pay salaries 
which were equal to one-third those paid to Danish 
metal workers. “This 1s a textbook cxample of social 
dumping.” says Director Hans Fluger of the Umon of 
Danish Metal Workers secretariat. “Our response should 
be clear. Lentyes only achieved a shori-term savings. 
since they ultimatcly had to pay an amount corre 
sponding to what they would have paid for Danish 
labor,” adds Hans Fluger. At present, the labor move- 
ment's only weapon for winning equal pay is to threaten 
conflict. “We never want conflict for conflict’s sake. We 
may as well gct the legislation, so that it can be avoided.” 
says Hans Fluger. The union estimates that until East 
German salaries have achieved parity with those in the 
rest of Germany over the next five to ten years. these 
problems will exist. Salaries on the five new annexed 
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territones of what was formerly East Germany rose to 
approximately 60 percent of West Germany salaries as of 
1! April of this year, and two or three more collective 
bargaining penods must elapse before parity is achieved. 
[passage Omitted] 


Iceland 


* Book Examines Impact of U.S. Base on Nation 


YIENO409A Reykjavik MORGUNBLADID in Icelandic 
27 Mar 91 p 13 


[Book review by Gudmundur Heidar Frimannsson of 
Herstodin, felagslegi umhuerfi og islanskt thjodlif, The 
Base, Social Environment, and Icelandic National Life. 
by Fndnk Haukur Hallsson, Forlag hofundanna, 1990, 


556 pages] 


[Text] Security matters are, along with economic mat- 
ters, the principal problems of contemporary politics. 
Security matters have been a problem of politicians since 
the beginning and will likely be so for all future. During 
the Icelandic Republic's existence, security matters have 
been voluminous in politics, as was to be expected. 
Icelandic authorities decided to ensure their defense 
interests after the last World War by going into the 
Atlantic alliance at its founding in 1949 and along with 
that by making an agreement with American authorities 
in 1951 for American troops to be in iceland. These 
decisions were controversial in their own time and have 
the whole time since split the nation and, of course, its 
politicians, into factions. On the one hand the Socialist 
Party and its heir, the People’s Alliance, have been 
categorical opponents of the agreement with the United 
States and of membership in NATO. On the other hand 
have been the three political parties which have had 
representatives in the parliament since the establishment 
of democracy, the Social Democratic Party, the Progres- 
sive Party and the Independence Party, which have all 
been supporters of membership in NATO and the agree- 
ment with the United States, although opposition has 
always been present to some extent within the Progres- 
sive Party and the Social Democratic Party regarding the 
agreement with the United States. 


There is not much doubt that the decisions which were 
made have proved fortunate. With the participation of 
Iceland and Norway ir NATO, a permanence in security 
matters has been assured in the North Atlantic. A 
preponderant majority of the nation supports member- 
ship in NATO and a somewhat smaller majority are 
supporters of the defense force's existence. Now circum- 
stances in the security matters of Europe are changing. 
but it is impossible to say what influence those changes 
will have on the importance of the defense force at 
Keflavik airfield. It is most likely that its importance 
would increase in the next decade rather than decrease 


When the decisions were made on security policy mea- 
sures they were justified first and foremost on whether 
they would assure the security interests of the state and 


FBIS-WEUL-91-091 
10 May 1991 


thereby of the nation. In order to evaluate the above- 
mentioned decisions of the Icelandic Government, it is 
necessary to contemplate what choices were considered 
at the time that they were made, and how they have 
turned out. One part of such an evaluation is the 
consequence of a long-term stay of a foreign military 
force in the country. Some such consequences are fore- 
seeable, but others not. It is not an abnormal claim of the 
icelandic Government in the years after World War II to 
have contemplated all such components and foreseeable 
consequences of its decisions. 


One must bear in mind all this and more mentioned 
here, when judgment is passed on the book The Base, by 
Frndrnik Haukur Hallsson. In it, he attempts to examine 
two consequences of the existence of the defense force. 
On the one hand the influences on the language in the 
neighborhood of the base. On the other hand he attempts 
to examine the influences on the morality, especially on 
the morality of women who associate with American 
soldiers, of those [women] who end up in “the position” 
as it 1s called in this book. | would have thought that a 
distinction would be made in spoken language between 
“the position” on the one hand and that associated with 
the war years and “the business” on the other as it 1s 
connected with Keflavik airfield, but I would mention in 
passing that on this | have not made accurate observa- 
tions. 


The author uses accurate and detailed interviews to 
approach his problems. He defines as well, at length, the 
social makeup of the American military, portrays some 
characteristics of military life, how American military 
bases have similar characteristics wherever they are in 
the world. In the same way he brings up several internal 
social problems, racial hatred, violence, class difference, 
drug addiction, alcoholism, and the situation of the 
soldiers vis-a-vis women. He tres afterward to use this 
evidence to account for some of what comes out in the 
interviews 


It emerges from the discussion of the Icelanders that they 
describe the military force as having grown worse. It 1s 
proper to have in mind, when statements of this kind are 
considered, that the interviews were made around 1980, 
when the American military was in perhaps the worst 
condition in its history. The consequences of the defeat 
in Vietnam were coming on full weight. Instead of 
combat readiness, ambition, and national pride, came 
increased drug addiction, alcohol abuse, and gencral 
malaise. But during Ronald Reagan's term in office in 
the eighties, the situation of the American military 
improved considerably. Recruits in the military are 
better trained than before, the wages have improved, and 
battle readiness has been strengthened. Race problems 
are endemic in the United States, but the American 
military has probably handled these matters the best 
among national institutions. This 1s not mentioned in 
the book 


With great simplification one can divide the social 
sciences into two, according to the methods used in 
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gathering data. On the one hand interview methods, 
which are testable, and there are many and complicated 
studies about that subject. On the other hand the social 
sciences which may be called interpretive. They do not 
give a damn about the interview methods and try to 
approach their problems through people's accounts of 
their experience. Now it seems quite clear to me that 
both these methods may be used on appropriate prob- 
lems, and it would be necessary to consider according to 
events which method is best suited. There is a very 
peculiar arrogance on the part of the author in regard to 
the second branch of the social sciences, as may be seen 
for example on pages 76-79. 


But the chief problem with this interpretive method is 
that there should be some easy means to ascertain the 
reliability of the information which comes out in the 
narratives. This is not a unique problem and comes up 
with the interpretation of Freudian interviews, but in 
them it ts often not clear whether one has been 
describing fantasies or real events. It is similarly a 
considerable problern to select the persons to be inter- 
viewed. It is pointless to expend many words on the 
choice of interlocutors in this research. I think that most 
could identify with the opinions that come out in the 
interviews. But it seems to me on the other hand that 
something 1s lacking here when it comes to making sure 
of the reliability of this. There are two considerations. In 
the first place, no systematic attempt was made to make 
sure of the veracity of the narratives where possible, and 
no arguments are set forth concerning when it would be 
natural to do that and when not. In the second place the 
author seems to me to have erred rather disastrously 
when he tres to prove that an assertion is mght or wrong, 
if one can judge by the text alone. For example, one of 
his interlocutors speaks of traffic mishaps, and it would 
appear to have to do primarily with collisions, nearly 
unknown in the military village [base housing]. The 
author gets it completely wrong. It would have come to 
light in an interview with the police on site that “traffic 
violations are considerably more common in the mili- 
tary village than elsewhere.... (page 187). There are 
three things to bear in mind. In the first place there was 
reason to look into reports, and not to leave it at an 
interview with the police on this subject. In the second 
place it seems quite obvious that [an increase in arrests 
for] traffic violations would help explain the belief that 
mishaps or collisions are rare. If more people are 
arrested for drunken driving in the military village than 
elsewhere, to take such an example, that could casily lead 
to fewer collisions. In the third place such a comparison 
would have to be supported with further statistics, for 
example concerning the large number of cars in th 
military village, and more information, to be significant. 
It 1s Correct to point out that this 1s not a very important 
case, but it shows inaccuracy and a decided lack of 
judgment which prevails in the book. 


There 1s one more reason yet to suspect the conclusions 
the author wants to draw from the interviews: He applies 
the concept of objectivity im two senses, and seems not to 
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distinguish between them. He understands objectivity, 
as 1s natural, as the possibility to make sure about the 
genuineness of a narrative concerning whomever. On the 
other hand i is sometimes said that people's narratives 
of their experience are objective or that such an experi- 
ence gives an objective picture of whomever. But 
according to the nature of the matter one is unique 
vis-a-vis the recounting of his own experience. Others do 
not have access to it. An experience cannot be rendered 
objective in the former sense. Confusion of these two 
seems to me to Cause On Occasion a consummate lack of 
criticism concerning what 1s said in the interviews, and 
the prejudices stated are taken seriously. Nowhere is a 
systematic difference drawn between prejudices and 
other matters, between that which can be objective and 
that which cannot be. 


Confusion about the impartiality of the social scientist 
can be seen far and wide in this book. On page 152 there 
is a word by Signe Seigler about positive aspects of the 
military's masculine ethics. On page 161 it says that 
Icelandic newspapers discussed “unusual professional- 
ism” regarding an accident in the handling of nuclear 
weapons. What then has become of the social scientist's 
mission? But it bears mentioning that those who have 
reported on the risk of accidents are known opponents of 
the base, and this 1s referred to. 


The main intent in this book ts to try to connect those 
opinions and an assessment which emerges in the inter- 
views, with general political points of view, argued in a 
public setting. This part of the book seems to me to be 
completely unsuccessful and now and then utter non- 
sense. It is not only that the author's fanaticism in his 
opposition to the defense force in the country distorts all 
attempts at reasoning concerning politicians’ advocacy 
in defense and security matters; rather he laps up com- 
pletely uncritically any banalities of others, as was the 
habit among high school students 20 years ago who held 
that they were radicals. In the end the fanaticism leads 
him to pure eccentncities, when he claims that the 
Icelandic authorities are believed to be police just as in 
the Orwellian state of the future. 


This precipitancy begins on page 44 where it is stated 
that there 1s no reason to “take politicians at their word 
in the same way as ordinary citizens.” This opimion is 
completely unreasonable. One might mention afterward 
the assertion of the author that the nation had never 
been asked its opinion on the presence of the American 
military (page 49), which is an old line from the propa- 
ganda of the base opponents, but has now become a 
scientific fact, or so it appears. The vagaries are most 
pathetic in the discussion on the speeches of people who 
have debated about Icelandic security and defense mat- 
ters. But it is one of the most noticeable peculiarities of 
this book never to deal substantively with defense and 
security matters, and its “underlying theme,” such as is 
grasped from the abusive language of the book, is oppo- 
sition toward prevailing policy in defense and security 
matters. 
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This ts a long book and tedious in its reading, even if one 
has interest in the subject. It is however more serious 
that the reader's profit is little. The information which 
the author has compiled is considerable and some is 
useful, like that about the labor force at the base. One is 
on the other hand not at all closer regarding the argu- 
ments for or against the security arrangement that has 
been in place in Iceland for decades. But what is the 
worst, though, 1s that one is not much closer to secing 
what influence the defense force has had on human life 
in Sudurnes. Thus 1 appears to me that the work answers 
neither those questions which it intends to answer, nor 
still questions about the validity and reasoning behind 
the erstwhile decisions made on Icelandic security 
policy. If someone intended to read the book to ponder 
over the future of Icelandic security matters, there is 
scarcely any useful part to find in it on that subject. 


The paper cover on the book 1s good and the workman- 
ship mostly tolerable. The picture by Haraldur Ing: 
Haraldsson is quite successful. But the proofreading ts in 
shambles. The book teems with typos from beginning to 
end; I believe I have counted more than five on one and 


the same page. 


* Landsbankan Increase in Debt Reserves Approved 
YIENO409B Reykjavik MORGUNBLADID in Icelandic 
27 Mar 91 p 56 
{[Unattributed article: “Half Bilhon Added for Loan 
Reserve Fund” |] 


[Text] Profit from regular business of the central bank 
{Landsbankan] in the last year was 474.5 million kronur 
and it was 324 million in the year 1989. The bank board 
of the Landsbankan has decided to deposit an additional 
$00 million kronur in the loan depreciation account to 
counter the more difficult situation of some lines of 
business, where there 1s a msk of loan defaults in the 
future. The bank has now put 2.7 billion kronur in the 
loan depreciation account, which amounts to 3.8 percent 
of total loans. Profit after depreciations and other irreg- 
ular expenditures amounts to 3! millon kronur. Last 
year the bank sold its shares in Scandinavian Bank and 
took in a net sale profit of 276 million kronur. Thus the 
net worth rato of the bank shrank little during the year. 
especially because of the merger with the C ooperative 


Bank 


According to Brynyolfur Helgason, assistant bank 
director, the bank loans are lost especially in fish raising 
and the woolen industry and the loss increased in the last 
year compared with 1989 


Jon Sigurdsson, trade minister, approved the annual 
account of the Landsbankan at a meeting of the bank 
board and the bank directorship yesterday. Total hold- 
ings of the Landsbankan were 94.9 billion kronur at the 
year’s close, which 1s an increase of around 4.1 percent 
from the end of 1989 when counted with the holdings of 
the Cooperative Bank at year's end for both years. The 
bank's own cash was 5.767 billion kronur at year's end 
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and the ratio of net worth [cash to total holdings] 6.8 
percent, and that fell from 7 percent for the year 1989, 
which 1s less a drop than was anticipated, among other 
reasons because of the merger with Cooperative Bank. 


According to Brynjolfur, the management of the bank 
went nicely last year. The total interest margin dropped 
to 3.5 percent from 3.9 percent for the year 1989. The 
increase in deposits was 15.3 percent for the year and 
total deposits with bank shares reached 55.! billion 
kronur. Loans without foreign reloans increased around 
9 percent in the year and reloaned foreign loans about 
2.6 percent. 


Continuous payments at the bank were reduced during 
the year and they were altogether |.131 compared with 
1,190 in Landsbankan and Cooperative Bank taken 
together at year’s end ‘989, and the bank sold two 


branch offices of the Cooperative Bank during the year. 
Norway 


Gorbachev Proposes To Visit Country on 5-6 Jun 
PMO0905 134591 Oslo AFTENPOSTEN in Norwegian 
8 May 9i p 3 


[Hans O. Torgersen and Jan Gunnar Furuly report: 
“Gorbachev Visit in June™] 


[Excerpt] USSR President Mikhail Gorbachev will come 
to Norway on 5 and 6 June. He himself has proposed 
these two days, and there 1s every indication that the 
Norwegian authorities will say “yes” to the visit 


“He 1s now coming.” Foreign Ministry press spokesman 
Bjorn Blokhus said 


Twice previously President Gorbachev has announced 
his arrival in Oslo—first to receive the Nobel Peace Prize 
in December, and then on 10 May to deliver his Nobel 
lecture. Both times he has cancelled, however 


“He traveled to Japan recently, and the proposal that he 
come on 5 and 6 June comes from the Soviet Union. | 
think we can expect him to come, and the dates also suit 
both Prime Minister Gro Harlem Brundtland and For- 
cign Minister Thorvald Stoltenberg.” Blokhus said. [pas- 
sage omitted] 


Anti-EC Leader Attacks Sweden's EC Ambitions 


PM0905 173191 Stockholm DAGENS NYHETER 
in Swedish 6 May 91 p 6 


[Bjarne Stenquist Oslo report: “Sweden Is a Backwa- 
ter} 


[Text] Oslo—“Norway is situated on the edge of Europe 
and will remain so. The same applies to Sweden. The 
difference is that in Norway we know this, while you in 
Sweden go around believing something different.” 
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That was what Kristen Nygaard, leader of Norway's “No 
to the EC™ movement, told DAGENS NYHETER. He. 
like many other Norwegian opponents of the EC, is 
amazed at the lack of critical examination of the EC in 
Sweden 


“| was so surprised when I saw the Social Democrats’ 
posters with the EC symbol and the red rose and read 
what they had to say. It 1s total rubbish,” said Norwegian 
Center Party chairman Anne Enger Lahnstein, who 1s the 
most prominent politician in the opposition to the EC. 


Kristen Nygaard told me that his favorite restaurant in 
Stockholm 1s the Cattelin in the Old Town: 


“When | was there last they were advertising everything 
at EC prices. So I asked them whether it was so that 
people with EC wages would be able to cat there. That 
was something they had not thought about.” 


Both Kristen Nygaard and Anne Enger Lahnstein said 
that Norway will always be a backwater on the edge of 
Europe. In such a country you have to be able to pursue 
an independent policy which makes 11 possible for people 
to live throughout the country. In the view of both of 
them, thes 1s what the EC conflict ts about. 


“Sweden 1s also a peripheral region. The great difference 
is that you do not know that you are,” Knsten Nygaard 


said 


He pointed to figures which show that Swedish industry 
and commerce have been the biggest net investors in the 
EC. Companies worth almost 80 bilhon kronor were 
bought last year 


“Is there anyone who thinks that this flow of capital will 
end once you become members’ Swedish industry and 
commerce are investing in the EC to get closer to 
markets and consumers. This 1s something that will 
simply continue at an accelerating rate.” 


Kristen Nygaard thinks, therefore, that i 1s self- 
deception to think that EC membership will bring with it 
new employment opportunities 


“On the contrary, unemployment will grow to the EC 
level. There 1s also a great difference in the EC between 
the center and the periphery—something that unemploy- 
ment statrstecs do not show. We in Norway really do live 
on the periphery of Europe, as does Sweden. Our coun- 
tres will not turn into island paradises of low unemploy- 
ment in the EC.” the Norwegian “No to the EC™ leader 
sand 


He also thinks that Sweden underestimates the impetus 
toward reshaping the EC into a defense union. The aim 
is to give the EC through military means influence in the 
Middle East and the resource-rich parts of North Afinca, 
and the ability to control developments in Eastern 
Europe. in Nygaard’s view 


In Sweden, people are keen to point out that NATO will 
shoulder the main responsibility for the defense of 
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Europe in the future too being outside NATO 
Suodon con continue is conalgued policy. This ts an 
outdated view. 


“The important antagonisms in the future. those which 
will require military intervention, are not between 
NATO and the Eastern Bloc. The conflicts of the future 
will take place in precisely those regions where the EC 
will be militanly active. This ts something about which 
Sweden will be forced to come to a decision,” Kristen 
Nygaard said. 


Anne Enger Lahnstein stressed how strong the desire for 
national self-determination is rooted in Norway. 


“We escaped from the union with Sweden in 1905. It was 
only then that we got our own king. Love of the father- 
land runs deep.” she said, adding with reference to 
Swedish Moderate Coalition Party leader Cari Bildt's 
criticism of the Norwegian attitude to the EC: 


“Carl Bildt, the unionist, would be welcome to come 
here and tell the truth to the Norwegian people. It would 
not harm our cause.” 


It ts apparent that opponents of the EC are not insensi- 
tive about the prospect that alone in the Nordic area 
Norway will find itself outside the EC, like an appendix 


in the far north. Despite everything Knisten Nygaard is 
an optimist: “I do not think that Sweden will join the EC. 
The debate on the repercussions has hardly started. In 
1994 there will be a referendum. By then | think that the 
situation will be entirely different.” 


Sweden 


Launch of Europe's Largest Rocket Fails 
LDO805 110691 Stockholm Domestic Service in Swedish 
1030 GMT 8 May 91 


[Text] The launching of the biggest rocket so far in 
Europe from Esrange, just outside Kiruna, failed this 
morning, Radio Norrbotten reports. The rocket broke 
into pieces at an altitude of 150 km and crashed. The 
reason for the crash 1s not known 


* Carlsson Rejects SDP-Nonsocialist Cabinet 


* Against EC Security Role 
9/ENO4314 Stockholm DAGENS NYHETER 
in Swedish 13 Mar 91 p 6 


[Article by Matz Walimark: “Thirty Percent Reported 
for SDP"—first paragraph 1s DAGENS NYHETER 
introduction] 


{Text} Carlsson is “clear” about the election 


Prime Minister Ingvar Carlsson is optimistic about the 
outcome of this fall's clection, others can beleve what 
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they want afterwards. That was the only message from 
Tuesday when Carlsson made the rounds in Roslagen on 
an carly campaign tour. 


But, if SDP [Social Democratic Party] returns an clec- 
tion result around 30 percent—on the level shown cur- 
rently by opinion polls—the SDP will not continue to 
govern jointly with a nonsocialist party. That was the 
other message. 


“Then we will submit our resignation notice immedi- 
ately,” said Carlsson. “With that kind of setback for 
SDP, it would not only be the nonsocialists’ mght but 
also their duty to take over the entire responsiblity for 
the government.” 


“Very Clear” 
Carlsson said, alluding to the debate about the “lack of 


clarity” in his leadership, that he would be “very clear” 
on this point. 


Carisson spoke a great deal about why he currently has so 
much confidence in the election. He pointed to a new 
survey by IMU testologists, according to which only 19 
percent of the respondents believe that the nonsocialists 
could cooperate in a government. 


He went on to propound a bit of corridor wisdom that 
States that it is the parties who are out of power in the 
Riksdag—and parties which are not represented in the 
Riksdag—which culled high opinion poll figures. 


“I am convinced that the voters on election day will 
come to appreciate those who have born responsibility 


“Election day is much more important now than earlier. 
It us not that it makes opinion polls less reliable. But 
there 1s much more vacillation among the electoraic.” 


Carlsson will not make comment on the statement of 
Foreign Minister Sten Andersson that Olof Palme evi- 
denced more “clarity” in the role. 


“I would probably lack clarity if | answered that ques- 
tion,” said Carlsson. But he doubted that a faint-hearted 
prime minister could have guided the energy issuc, 
Oresund’s bridge, the tax issuc, and the foodstuffs policy 
through to a conclusion. 


“| have never entertained the ambition of being com- 
pared with Olof Palme,” said Ingvar Carlsson. But he 
pointed also to his many years’ collaboration with Sten 
Andersson. 


“| will categorically deny any and all speculation about a 
rift between Sten Andersson and myself.” 


Pensioners Answered 


The prime minister took the opportunity also to dispute 
the pensioners’ opinion. “The truth is that the Swedish 
pensioners have received a share of production earnings 
not found clsewhere. Our pensioners are economically 
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way out in front of pension groups around Europe. They 
will receive an additional four billion kronor through tax 
reform,” he said. 

Concerning the EC question, Carlsson maintained that 
Sweden could not consider entering into a defense policy 
alliance. Concerning the DC-3 that was shot down, he 
referred to two chapters in Tage Erlander’s memoirs. He 
said he had more confidence in Tage Erlander’s account 
than in leaks from the Soviet Union today. Regarding 
the “espionage™ for the United States, he said that he did 
not have any information, but would not issue any 


guarantees. 


“I was 18 years old then and not even in the SSU 
[Swedish Social Democratic Youth Association].” 


At Norrsund School in Vaddo, the advanced students 
demonstrated the special training in the Skargard tech- 
nique that the school teaches. The prime minister also 
had the opportunity of dancing the foxtrot with the high 
school teachers. The campaign is off and running. 


* Paper on Carisson Pledge 
9/EN0431B Stockholm DAGENS HYHETER 
in Swedish 14 Mar 91 p 2 


[Editorial: “When Carlsson Resigns”] 


[Text] Ingvar Carlsson declared Tuesday during his 
rounds of Roslagen that he would think of resigning as 
prime minister if the SDP [Social Democrats] ended up 
at the same low level in the election that i registered in 
the latest opimion polls. He stated also that all thoughts 
uf a coalition with a nonsocialist party in that situation 
were out of the question 


This 1s self-evident, as a nonsocialist majority in the 
Riksdag could force Carlsson to resign. If the nonso- 
cialist parties collectively get over 50 percent of the 
votes, then everything speaks for there being some type 
of nonsocialist government. Nothing indicates that the 
SDP tide has turned. According to the opinion survey 
published by DAGENS INDUSTRI today, the SDP has 
no more than 28 percent of the voters’ support 


But, suppose that the upswing in the SDP. which Ingvar 
Carlsson is predicting, actually comes to pass and his 
party succeeds in getting something over 35 percent. If 
the Left Party and the Green Ecological Party, as well as 
the New Democratic Party, should manage to gct over 
the four percent hurdle, the outcome might be that the 
nonsocialist parties, despite a clear lead over the SDP. 
would not get their own majority. 


But not even the relatively advantageous clection results 
derived from Carisson’s starting point would afford him 
the opportunity of dictating the government's policy 
terms himself. He would need the support of both the 
Center Party and the Liberal Party, or else the Moder- 
ates, in order to obtain a majority mm the Riksdag 
Election strategy which depends upon “drawing the 
boundary lines further to the mght.” as Ingvar Carlsson 
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wrote in DAGENS NYHETER’s “Debate” column (12 
March), 1s consequently dishonest. Ingvar Carisson will 
not be able to govern the country after the election 
without entering into policy agreements, even with the 
Moderates. 


* SDP Cohorts Critical of Party Leadership 


91ENO428D Stockholm SVENSKA DAGBLADET 
in Swedish 9 Mar 91 p 20 


{Article by Elisabeth Crona: “Minister Educates 
Cohorts”—first two paragraphs are SVENSKA DAG.- 
BLADET introduction] 


[Text] The SDP [Social Democratic Party] election 
machine is having trouble revving up in a period of low 
opimion poll figures. 


SVENSKA DAGBLADET's Elisabeth Crona sat in on 
discussions when campaign managers from northern 
Sweden gathered at Bommersvik. 


A powerful trade umion mascot leaps across the roastbeef 


hue of the signs posted along the podium. Education 
Minister Goran Persson strips down to his shirt sleeves. 


Exghty campaign managers from Norrbotten and Vaster- 
botton have just driven up in the courtyard, and are 
heard to expectorate outside. “At-tention'” shouts Press 
Chief Bo Krogvig, and with that, the internal drill 
leading up to 15 September begins. 


A Saffering World 
Persson begins by taking the measure of a suffering 
world 


“The point is to find the nght tone, capture the troubled 
mood,” he begins. “The worst thing that can happen is 
that they start flinging pies.” Afterwards, he became 
Swedish and poimted: “I have never experienced any- 
thing like these opimon polls' They capture a mood of 
uncertainty in our society which 1s killing us.” Goran 
Persson speaks without notes. 


Outside, the snow 1s light, there 1s a small indication of 
spring and a long, long election campaign ahead 


Persson alludes to a “leftist agitation for the EC.” He 
begins with Vingaker and boyhood dreams of when he 
was 16. Then, the dream stretched as far as Norrkoping 
The world arrived in 1960 with the television, which was 
placed in the never-used parlor 


Now it 15 1991: “Esther we build walls and suspend lines 
between rooftops or we open our doors. It 1 people's 
power against capitalism. Our Europe, Rochard’s. 
Gonzales’, Konnoch's, Auken’s, Brundtland’s, Paasio's - 


A woman, diagonally in front of me, listens with her 
head in her hands. “Without dames, Noryo stops.” 1 
written on her jersey 
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Capture the Ethical 


“The difficult thing.” sasd Goran Persson.“1s the general 
sector.” He spoke of saturation points. the modern 
individual's demands 


“A bit difficult for me,” he added and allowed those who 
had travelled far to laugh. “I have also loved to sit and 
plan, to figure everything out 


“Who will win the undecided, these new individuals 
with personal demands” 


“The party which captures the cthical,” Persson answers 
himself. 


One of the active members recounts, a bit gropingly. a 
conversation one might on the way to Bommersvik and 
Sormiand. “Why must we have a referendum on the 
EC?” he asks in conclusion 


“ht has worked its way through.” said the education 
minister 


“Persson 1s better than the platform,” maintained a man 
from Byurholm. “When | talked about 1 back home. no 
one thought it was anything mm particular.” 


Undecided Campaign Workers 


More critscism comes: “There 1s not any stability in the 
party.” “We campaign workers are uncertain.” “Tax 
reform and pensioners.” “Yes and no to the EC and the 
inland route.” 


Relaxation strategy begins with everyone taking five 
minutes to compose a campaign poster, During the 
preceding three weeks, | ,000-1,100 SDP campaign man- 
agers from all over Sweden, some from cach labor 
district and irade union district, have received pep talks. 
scoldings, some advice—and written posters 


Bo Krogvig chooses the best of the day: “Peace. work. 
solidarity—and an ice rink. (S) in Nordmaling.” 


In the larger political perspective, where memory 1s 
short, the clear picture trnumphs, says the great strategist, 
and happily recollects 18 April 1985. At that tome. the 
diligent scouts at party headquarters at Svcavagen found 
a short passage in a Moderate paper or siatement which 
was supposed to alter the system and reduce it to a clear 
picture: There were the words “disabled tax: service” 
and “little-league soccer.” 


The afternoon darkens, coffee beckons. Krogvig keeps 
up interest with the second verse from [the song] “Halta 
Lottas Krog™: “How should we pay”” 


“Not with kisses.” the strategist answers and warns 
about nerves and empty coffers just before the election 
“Then you will not have anything left for the activities 
the members have a nght to.” 
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Warns Aboot Superstition 


The treasurers get an additional word: “The winner 1s he 
who gets the most out of his moncy.” 


Even when warned about superstition, the fellows at 
Sveavagen do not take opinion poll figures lightly. They 
say 30 percent, raw and brutal. Bul they also say 45 
percent: “We fall somewhere in between.” 


Krogvig compared this uncertainty with the uncertainty 
between two spouses whose trust diminishes because of 
lypsteck on the collar: Then, attempts at elaborate argu- 
mentatio” ~ ot help. Love has to be reconquered and 
this can ', bo done by strong emotional argument. 
“And repeat this message until your dying days’™ 


Exhilarated, the campaign workers are divided into 
groups. You from Lycksele here, Arvidsjaur there’ 
Where is Overkalix” 


Gem ia the Big Towns 


Some go into a huddle with one of the Stockholm people. 
Kent Carisson, formerly in the Riksdag. now with Ulf 
Lonngvist: How is it going for you” Is 1 not your area 
that will decide the election” 


“It 1s depressing in the big towns, like jogging in chewing 
gum,” said Carisson, young and candid, and leader of the 
group forging better contacts with the mass media 


“We are not doing well with the media. We must give 
more time and energy to . understand our diverse 
roles.” he said. The response is surprisingly good The 
participants read intently through the commandments in 
the distnbuted pamphiet 


Be accessible, even at night. Never lic or mislead. Never 
permit leaks or play favorites 


* Dislike of Social Democrats’ Economy Job Grows 


9IENO4404 Stockholm DAGENS NYHETER 
in Swedish 18 Mar 9! p 2 


[Commentary by Hans Bergstrom: “Low Rating for 
Government Requires Support for Alternative’) 


[Text] Which government is best at handling various 
specific rssues” The answers given by fellow Swedes half 
a year before the election were shown in the DAGENS 
NYHETER [DNYTEMO poll that appeared in the 
Sunday edition. But polls on specific issucs have a 
weakness, on election day a voter has only one vote. He 
cannot cast two votes for the Social Democrats on behalf 
of labor policy. one for the Moderates for their educa- 
tional policy and one for the Liberals for health care 
Everything must be weighed iogether 
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One way of doing thes 1s through an ideological cxram- 
nation. Another rateonal method 1s to assess the govern- 
ment's overall performance. Has the country’s economy 
improved or deteriorated’ Does the government do its 
job well or poorly” 


Every year in November the Political Scrence Institute in 
Goteborg asks a representative selection of Swedes about 
these three topics—sdeology. the cconomy and compe- 
tence. The tendency of responses to the three questions 
has a close connection wi h voting trends 


The results through 1989 were published recently in the 
book Medier och opinion i Sverige (The Media and 
Opinion in Sweden| (edited by Soren Holmberg and 
Lennart Weibull). Soren Holmberg showed that the vital 
curves turned downward for the government party in 
1989. Sweden's economy appeared considerably worse 
and so did the government. The | 988 tendency toward a 
shift to the left on the political scale was broken 


But the figures for the poll conducted in November 1990 
are also available. They will be published im the carly 
summer. Soren Holmberg obtained them recently im an 
arrangement with the National Bank's anniversary fund 
They bear the same relationship to the 1989 figures as a 
biting north wind to a mild western breeze. Public 
confidence in the government has hit bottom along with 
the assessment of the cconomy. There 1s also a big 
ideological shift in a monsocialist direction 


At the same tome this shows that as far as election 
strategy 1s concerned Allan Larson 1s absolutely mght 
when he tnes to convince the Swedish people that 
“things have now changed.” The basic hope lies in 
another shift in the public perception of reality 


However those who cannot rejonwe over their own gains 
have the alternative of hoping for the decline of others 
The Moderates and the Liberals have also lost thei grip 
on the electorate, as Holmberg shows. The three parties 
that can shoulder the mayor responsibility for a govern- 
ment—the Social Democrats, the Liberals and the Mod- 
erates—have fallen in Swedish Institute of Public 
Opimon [SIFO] polls from 75 percent of the voters im 
February 1988 to $8 percent in the same month in 199! 

A growing number of voters apparently want to “send 
them a message” But at some port this loses its 
meaning. The party prcture becomes so fragmented that 
there 1s no longer any power that onc can send a message 
to by voting for another party or not voteng at all 


How is Sweden to be governed if both the Social Dem- 
ocrats and the Liberal-Moderate forces are denied sup- 
port for doing s0” Pop voters would do well to ponder 
that question before the arrival of the tome of the Red 
Moon and panic” 
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' mow well the Swedish people think | 
| the govermmant ie doing ite job. 
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Feldt answered. “In the heat of the election, one hopes 
simply that economic developments will be better than 
the prognoses indicate ~ 


Expectant Tension 


In the previous campaign. a jot of cxpectant tension 
was built up. Now the fruits will be harvested after six 


years of squeezing wage carners. LO [Trade Union 
Federation] decided to push ithe six-week vacation, and 
the government gave in on that. Then, there were others 
mm the party who pomted out that there was a congres- 
sonal decision that the expansion of parental imsurance 
was first on the reform list. So that was adopted also. So 
this guided election planning 


“A general prohibition on promises in the coming clec- 
tion would be preferable.” Feidt said 


Schisms with LO crop up continually mm the book. How 1s 
Kyell-Ollof Feidt's relations with Stig Malm today” 


“Good, as i 1% customarily phrased about foreign 
countnes. Those who read the book will see that Stg 
Malm and | were occasionally on the same wide, or that 
Malm wos nmght and | was wrong. Now and then he was 
a cleverer politican than I 


“The mrsfortune during the 1980's was the mixing up of 
roles. The Social Democratic politicians constantly 
butted into wage policy, whale LO attempted to influence 
the government's economec policy.” 


Refuses ( omment 


Feidt was delighted that now, as a retired finance min- 
ister, he could refuse to answer a number of journalists 
questions, among other things. on current political 
ISSuCs 


However, on the question whether he thought that the 
entire Carlsson government, and not just himself, should 
have permanently resigned in connection with the Feb- 
ruary crises last year, be sand “Yes, that would have been 
best for the whole situation ” But he refused to elaborate 
on hrs answer 


Kycll-Ollof Feidi felt also that a coalition across bloc 
boundaries in the long run was a solution that should be 
tried even in Sweden. But that it could happen as quickly 
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as after the coming clection would be unrealistic, because 
the nonsocialist partees have made up thew muends to 
govern mm a bloc 


* Christian Democrats Back Nonsocialists 


VIENO440D Stockholm DAGENS NYHETER 
in Swedish 17 Mar 91 p 10 


[TT report: “Christian Democrats Back Nonsocialist 
Election Program™] 


[Text] The Christian Democratic Alliance [KDS)} will be 
glad to assest Carl Biidt and Bengt Westerberg with ther 
work on a nonsocialist election program according to 
Mats Odell. a member of the Christian Democratic 
Party's executive committee and the first name on the 
party's Stockholm County election list, who spoke m 
Eskiistuna on Saturday 


“ht ss good that the demand for a joi! nonsocialist 
election platform 1s now growing stronger among both 
voters and politicians,” Odell sand. “Bildt and Wester- 
berg should develop their six-point alternative 


“But « would be a fatal mistake to semply allow uncer- 
tarnty and speculation about the cooperation msuc to 
mount,” Odell went on. “It 1s high tame to move beyond 
the cxaperts and also invite the parties whose support they 
want to porn the discusssons. ~ 


* KDS Leader Ingvar Svensson Profiled 


VIENO428E Stackholm DAGENS NYHETER 
in Swedish 10 Mar 91 p 42 


[Artecle by Claes-Goran Kyellander: “Alf's Inner Svens- 
son” —first paragraph « DAGENS NYHETER imtro- 
duction] 


[Text] It os difficult to think of the KDS [Christian 
Democratic Alhance] without Svensson, the man with 
the sharp tongue and the pepper and salt beard 


Svensson, who jomned the party a few weeks after its 
moeption im 1964, became a member of the party lead- 
ership in 1966 and district chairman for the Kronoberg 
district on 1967, barely 23 years old 


Svensson, who in one capacity or another, can always be 
found when something important happens in KDS 


There are people who maintain that t Svensson who 
makes the decisions and afterwards insures that they are 
confirmed by the appropriate party organ. but that ns 
only sprteful slander 


Svensson, Ingvar, has the same role mm the mer party 
work as Svensson, Alf, has mm the owter 


Naturally Ingvar Svensson denies that thes 6 the case 
But he admits, not without pride. that he is one of the 
few who has continuously and persistently fought for the 
party through all the difficult hours since its mnception in 
194 
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Today Ingvar Svensson os the party's only full-tome 
employed politecal secretary 


it began on a Christian home mm Almbult. He brushes off 
Guestions about whether the tie led to the Pentacostal 
Church 


“1 do not understand why aii journalists are so mmteresied 
m that. it 1s wnemportant, m most cases, what church one 
frequents © 


Could Have Been ( atholic 


He says that he could just as well have been Catholic, of 
it were not so dramatic and strenuous to go to confes- 
$v0n 


Yet. apparently « was the Pentacostal Church from the 
beginning Already om high school he wrote compositions 
on the need for a political party with a Christian foun- 
dation, and when Lew: Pethrus, Birger Ekstedi. and the 
other proneers concerved K.DS mm 1964, he was one of the 
first to porn. Optermesm ran high. especially on the eve of 
the 1968 electron. when there was still no obstacle to 
smal! parties 


Nevertheless, a seat on the Riksdag did not matenalizc 


Instead. Ingvar Svensson studied mathematics, eco- 
nomecs, poltical scrence. and religion, and labored 
harder than ever as district chairman m Kronoberg 
Sor “mes he suffered from dow, but after 1979, when 
he whe editor om chief of the party's paper SAM- 
H ..!| AZEMENSKAP., he never conudered going back 
te tee Seng Teacheng, be says, was difficult, Worst was 
1 « from the middie of July until the beginning of 
t \ ester idleness made him restless 


Ingvar Swensson has never run any msk of abstinence mm 
KDS work When he unwrnds from national politics, he 
devotes hemseeclf to his hobby. local politics. wm Almbult 
wots! 1979. afterwards mm Vallentuna, the party's partic- 
vlar hormehase om the Stockholm area 


He admits that politics has become something of a 
drug—“habit-forming”—for hum. This, together with a 
rare tenacity and a deep conviction im berg nght, has 
wnduced hem to hold out through the party's darkest 
hours, om whech there was not only no political progress 
but also concern over party and party organ finances 


Blames the ( enter 


The worst was certamnly the years 1976 through 1979 due 
to the nomsocialist campaign that a vote for KDS was a 
throwaway vote Time and again | met people who said 
that they were KDS people but would never think of 
voting for ws. That makes you feel bad ~ 


The collaboration eith the Center Party mm 1985 was 
despite all its problems. something of a breakthrough 
Alf Svensson came into the Rekedag and K.DS got a place 
m the debate 


“From our sede. there was never any talk of merging the 
partes.” sand Ingvar Svensson 


If the collaboration #as not without fmcton. he blarmes 
the Center Party 


“Thew party leadership did not carry the plan out to the 
country. We had done that, with the caception of Bjorn 
Gillberg 


“On the other hand. « was KDS mistake to depend 
upon tug names hke Eva Rydberg 


“People who represent a party have to partecypate mm the 
politecal process, be part of the whole.” 


That Ingvar Swensson uses the capreswon “part of the 
whole” 1 mo accsdent. He approaches political theory 
with mathematical tools Mathematical logic and con- 
structs are emportant in formulating politcal goals and 
vrsions 


“Humans require an effect for every cause ~ 


Family Is the Core 


It +s not far from mathematics to theoretical philosophy 
and logic. Ingvar Svensson uses brisk strokes to show 
how the family. seen in a logical relationship. constitutes 
the core arownd which society develops 


“Liberalieom.” he says. “has overvalued mankind's 
mnate goodness Socialism has reduced the individual to 
a part of the masses. We build our politics logically from 
the knowledge that human beings are imperfect. ‘incom. 
plete. as it os better capressed in English In a small 
group people compliment one another, but remain ind- 
viduals — 


Head Start in His Competer’ 


With five cheldren at home. he feels he can speak with a 
certam personal capenence on these questions. but he 
mtegrates his own mmsghts willingly with others, as 
Schumacher (“small 1 beautiful”), and Tage Lindblom 
(freedom. imequality. brotherhood’) 


Chastened by |! electoral campaigns, Ingvar Svensson 5 
not counting on any victores beforehand. But he does 
admut that the party 1 beginning to make plans im the 
event there should be more than four percent on the Fall 
The capenence drawn from Alf Svensson’s three years on 
the Rikedag will now be useful KDS knows that ts 
important to recrurt capable people for Riksdag posts 
and to do « quickly. KDS does not need to repeat ihe 
Green Ecologrcal Party's mistake 


“They thought that they could change the world in leaps 
and bownds We know that mankind must take small, 
itty, betty steps. The emportant thing 5 that people go mm 
the nght direction ~ 


In all probabulity, Ingvar Svensron has. without ven- 
twrmng to tell the others on K.DS. already worked up on hes 
computer, both om graphs and tables, the work program 
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for the party's first months m the Riksdag In all probea- 
bility, be has figured out who will do what. Probably he 
has cautrously sounded owt one or other KDS peopic 
around the country as to «? cther they would think of 
changing jobs. Very likely be has created a new file mn hes 
computer dedicated to this moment. Is Head Start the 
name of hes game” 


And shortly before midnight, on 15 September 1991, 27 
and a half years after the founding of the party, he is 
planning to press the key. On the morning of 16 Sep- 
tember, the master plan will he on the party leadership's 
desh 


* Liberal Daily on Bildt, Westerberg Pact 
VIE NO4634 Stockholm DAGENS NYHETER 
in Swedish 22 Apr Yi p 2 


{[Ednional: “New Start for Sweden”) 


[Text] Sweden « presently undergoing an imdusinal 
decline that «= catremely serrows. Big industries are 
sputtering to a halt m consequence of the Swedish 
economy, and the growth from beneath 1s weak. The first 
three vears of the 1990's will show negative growth 
Notheng tyke ot has been seen sence World War Il 


The Socsal Democratic Party has governed unharmon:- 
ously. The government's special relationship eith the 
Trade Unron Federatron was unable to prevent devas 
tateng mncreases mm costs. To the contrary, it has tome after 
tome blocked of altered necessary steps 


The economy's downturn and the Social Democratic 
Party's downfall together place a great responsiblity 
upon the Lrberals and the Moderates. Sweden's hope hes 
m these two parties developing the capability to take 
over the leaderstup. Others can jon or work coopera- 
tively But the Liberals/Moderates can offer the only 
engine of enteliectual and practical energy capable of 
undertaking the task of making Sweden dynamic again 
The Socal Democratic Party has done its ctent for a tome 
and needs to rethonk its own future character, whether as 
@ party of as an interest group coalition. The ( enter 
Party % occupied, as ever, with dividing up resources 
which just now do not canst. The new small parties are 
not mature enough to lead a nation 


The title “New Start for Sweden” for the cconomn 
platform presented by the Liberals and Moderates on 
Sunday 1s therefore not presumptuous The possibility of 
a national “new start” 1s ontemately bound up eith what 
the two parties are presently dowg 


In its groundwork. the platform offers hope Both parties 
concentrate on the correct central msuc how the journey 
downhill can be stopped and turned around They sec 
reality clearly and are making a great effort to deal with 
it. They are teachong the general public to have realistic 
cipectations “We do not promise any wmple solutions 
or an wnedsate result, We can not dismiss the fact that 
problerns may develop that are larger even than those we 
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can currently foresee.” They have a conceptual onenta- 
thon whech acts as an mnner compass for action. And they 
have people working on the program who know what 
means to govern 


Varrous concrete suggestions are also found within the 
22 pages. These adhere to the framework of the sm 
ports whech Carl Bildt and Bengt Westerberg set forth 
m thee artecle on DAGENS NYHETER 's Debate feature 
on 3) October 1990. Individual savings and private 
ownership will be stemulated, public cupenditure 
mcreases restricted, the tax burden lowered by stages. 
and competition intensified A few papers on education 
and research were included, lshewrse some social recom- 
mendations, one for enhancing labor market policy 
measures against longierm unemployment 


Yet, we mught have capected more bold energy m the 
program and an carer strategy, in view of the compre- 
hensive collaborative work that the partees have under- 
taken thes spring 


The new input 1s minor, The most mmportant thing 1 a 
new suggestion on a special type of qualified loan 
enabiing inventors to obtain msk capital during the first 
difficult years Guidelines for how to reform large public 
systerns—such as ATP [National Supplementary Pen- 
sons Scheme], health care, and child care—aere vague 
The discussvons on salary structure are thin compared to 
its significance for the economy. The discussion con- 
cerning the universities avords concrete goals. such as 
doublong the traming for civil engineers, which gves 
something to hang your hat on for the future 


The tan strategy = fuzzy—one gets the impression 
almost that lowered tax on consumption precedes low- 
ered tax on production, which « hardly seman. The 
adjustment of the value-added tax rate that 1s indirectly 
exacted by the EC would not begin until around 1995. 
while the luos of Swedish production capacity « hap 


pening now 


The shortcomings may be viewed as having different 
causes A couple of them are underviandabic. two others 
more troublesome An underviandable reason is that one 
%s not yet finshed, how the pension system « to be 
revised, or medical care and femily policy reformed 
could be worked out to advantage with the Center Party 
It 1s also undersviandablc that the Liberals Maderates are 
hampered by a senew of repsonsitelity. a 100 days pro 
gram for a head stat 3 bold. One runs the risk of being 
unable to pay adequate attention to the mos recent 
figures on the budget deficit and other factors occurring 
when summer 6 over 


More trowbesome « the fact thal certam meucs have 
been hidden. such as an ATP reform for growth and 
mndivedual savengs. for fear that the Socal Democrats 
will attack. It well not be easy to take these wp after the 
electron. Al the same tome. there «6 a risk of poletical 
nearughtedness ehich could cause both parties to far! to 
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assess their options, all for the sake of presenting an carly 
Strategy to the voters of what they want to achieve in 
three to six years 


It a bold general vision 1s lacking, even small issues can 
give mse to difficulties. If m 1s present, even large 
alterations wil be tolerated and unreservedly supporied 
by the voters 


* Poll on Voter Views of Parties’ Abilities 
¥1EN0440B Stockholm DAGENS NYHETER 
in Swedish 17 Mar 91 p 10 


| Article by Dick Lyungberg: “Social Democrats Stand for 
Employment, Nonsocialists Handle Child Care Better™] 


[Text] Swedes still think a Social Democratic govern- 
ment does the best job of dealing with employment. But 
they beleve a nonsocialist government would handic 
child care and foreign policy better 


This 1s apparent from a DAGENS NYHETER [DN) 
TEMO poll on what Swedes expect from a Social Dem- 
ocratic Of a nonsocialist government on six important 
political issues. It was based on 1,000 interviews con- 
ducted during home visits in the penod between 28 
January and 20 February 


People have more confidence in a Social Democratic 
government when it comes to employment and public 
transportation. They trust a nonsocialist government 
more in the areas of child care, health care and foreign 
pul.cy The two sides came out even on environmental 


policy 


But in most cases the differences between the two 
government alternatives are small. As many as a third of 
the respondents said they do not believe any changes 
would result from a change of government. This may 
im cate that Swedes regard the differences between the 
lines of the parties as minor, but it may also be a sign of 
a substantial lack of involvement 


Higher | nemploy ment 


Employment will probably be the hottest clection issuc 
with current forecasts pomnting to an unemployment rate 
of around 4 percent unless something 1s done 


The Social Democrats have long been renowned for their 
labor market policy and are under heavy pressure from 
the National Labor Market Board [AMS] and the Fed- 
eratvon of Trade U'nons [LO] to come up with several 
billon kronor to prevent open unemployment from 
becoming too high. The party's election manifesto also 
says that the most mmportant political dividing line in the 
1990's will le between those who want to maintain full 
employment and those who are prepared to accept 
unemployment as an cconomic policy tool 


The opposition 1s annoyed that the Social Democratx 
government claims t 


ment 


be the only guarantee of emplovy- 
The truth is that after an enormous devaluation 
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and eight years of international business prosperity the 
economic policy of the “third way™ has led to a home- 


grown crisis, they say. 


Some 35 percent of Swedes between the ages of 15 and 
75 now answer TEMO’s question by saying that a Social 
Democratic government would do the best job of dealing 
with employment while 23 percent have more faith in a 
nonso-'a'tst government, 28 percent do not think i 
makes any difference and |14 percent are in the “do not 
know” category 


There 1s considerably more faith in the Social Demo- 
crats’ ability to take care of yobs among men, 41 percent, 
than among women, 29 percent. The party has the lowest 
coniidr rating, 28 percent. among young people 
betwecn the ages of 15 and 29. 


Some 68 percent of Social Democratic sympathizers 
believe in their own party's ability and two out of 10 
nonsocialists also have more confidence in the Social 
Democrats when it comes to employment. In relative 
terms it 1s prrmanly among Liberal Party supporters that 
this belief 1s found. 


Freedom or a Trap’ 


Child care 1s one of the things Prime Myenister Ingvar 
Carisson has already named as one of the major issues in 
the election. The Social Democrats are putting all the 
emphasis on parental insurance, although expansion in 
thes area will have to wait, and on communal child care, 
although parental and personne! cooperatives are now 
also being included in the subsidy system 


The nonsocialists want r»ore freedom of choice with 
private alternatives in the area of child care and have 
again agreed to sponsor a care subsidy of 18,000 kronor 
a year per child. However the statement from Liberal 
[FP] leader Bengt Westerberg on the possibility of a kind 
of cross between care subsidies and parental imsurance 
has led to some fnction, which Ingvar Carisson has not 
been slow to exploit. He has accused the Moderates in 
particular of baiting a “trap for women.” 


Some 38 percent of the respondents believe a nonso- 
cialist government 1s better on the area of child care than 
the Social Democrats, while 28 percent hold the opposite 
view, 19 percent do not believe there 1s any difference 
and 15 percent answered “do not know.” 


It #8 mnteresting that women are the ones who have more 
confidence in the nonsocialssts, 41 percent versus only 
”% percent for the Sacral Democrats Among Sacial 
Democratic sympathizers 54 percent beleve om their 
own government, while nonsocialist self-confidence is 
somewhat higher, 59 percent 


Diminished ( onfidence 


When it comes to foreign policy the Social L. socrats 
have stood for security and neutrality in the popular 
mind im the postwar period. In recent years, however. 
things have really heated up around Foreign Minister 








66 NORDIC COUNTRIES 


Sten Andersson's handling of foreign policy. This 
applies, among other things. to the Baltic states and the 
liberation of East Europe, the EC issue and most recently 
Sweden's somewhat ambiguous position in the gulf con- 
flict 


It now appears that more Swedes, 32 percent. have 
greater confidence in a nonsocialist foreign policy than a 
Social Democratic one, 25 percent have more confidence 
in a Social Democratic policy, 25 percent do not think 
there 1s any difference and 19 percent have no opinion 


Private Care 


The youngest group, between 15 and 29, 1s especially apt 
to have more faith in the nonsocialists, 38 percent, while 
confidence in the Social Democrats 1s greatest among the 
oldest group between the ages of 60 and 75, 33 percent 
Some 50 percent of Social Democratic sympathizers 
support their own party compared with $4 percent of the 
nonsocialists. Above all the Moderates believe in their 
own foreign policy, with a confidence rating of 65 
percent 


Waiting lists, closings and bureaucracy in health care. 
the colossus of the public sector, have long been in the 
spotlight. Moderates and Liberals have been the most 
ardent advocates of allowing private care alternatives as 
well as introducing other financing forms. Now the 
Center Party also seems to be moving toward endorsing 
this concept and abandoning the long-standing so-called 
Dagmar agreement with the Social Democrats which 
includes business restnictions on private doctors and 
spare-lime practitioners, among other things 


The TEMO poll shows that there 1s somewhat more 
confidence in a nonsocialist government than in a Social 
Democratic one, 36 versus 31 percent. when it comes to 
health care. Around 2! percent do not feel there 1s any 
difference and !2 percent do not know 


It appears that Moderates and Christian Democrats 
[KDS] have the most confidence in the nonsocialist 
alternative while quite a few people in the Liberal and 
Center parties, 20-22 percent, have more faith in the 
Social Democrats where health care policy 1s concerned 


Environment § qual 


The debate on public transportation 1s most heated on 
the municipal level. In the Riksdag the Center, Left, and 
Environment parties distinguish themselves from the 
other parties by their opposition to highways and the 
Oresund bridge and their appeals for bigger investments 
in railroads 


Swedes have the impression that there 1s no big differ- 
ence between the ability of the two government alterna- 
tives to take care of public transportation. Some 26 
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percent think a Social Democratic government 1s best, 
23 percent favor a nonsocialist one, 28 percent think 
there would be absolutely no difference and 22 percent 
do not know. 


Protecting the environment is now political common 
property, as the TEMO poll also clearly indicates. The 
nonsocialist and Social Democratic government alterna- 
tives each earned a confidence rating of 25 percent and 
as many as 34 percent of Swedes think makes no 
difference which one 1s running the government 
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* Poll Measures Reaction to ‘Big’ Tax Reform 


YIENO428B Stockholm DAGENS NYHETER 
in Swedish 10 Mar 91 p 7 


[Article by Dick Lyungberg: “Every Second Swede Satis- 
fied” —first paragraph 1; DAGENS NYHETER intro- 
duction} 
nd Liberal Party voters feel most positive about tax 
reform 


Fully half the Swedes think that the big tax reform begun 
this year 1s good. But only a third of the gainfully 
employed are willing to work more, despite the fact that 
they now retain more moncy in their wallets after taxes 


This was the result of a survey of attitudes toward tax 
reform carned out by TEMO for DAGENS NYHETER 


Briefly, the survey showed that those most satisfied with 
the reform were men between the ages of 45 to $9 who 
vote Social Democratic or Liberal Party Women are 
most skeptical about the reform and also more unwilling 
10 go out and carn extra 


The poll was taken during the period between 28 January 
and 20 February, at a point when Swedes were living on 
their first paycheck after the reform. By means of a home 
visit, 1.000 interviewers probed a natronwide represen- 
tative sample of the population between the ages of 15 
and 75 
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On the question whether the tax reform was good or not 


good, 49 percent answered good, 30 percent answered 
not good, and 2! percent had no opinion 


The men, who on the average had a higher income, not 
surprisingly were more positive than the women. Some 
$4 percent of the men thought that the reform was good 
against 43 percent of the women. Most satisfied, 55 
percent, were those in the age group 45 to 59 years. 
whose average houschold income was high 


The effect of the tax reform upon pensioncrs has been 
laicly much debated, but in the age group 60 to 75 years 
the number who thought 1 was good was 48 percent, that 
1s, about average for all Swedes. A group which clicarly 
deviated from the average was the university-cducated, 
who were 60 percent in favor of the reform 


Secial Democratic and Liberal \ oters 


The Social Democratic [SDP] and Liberal Partees were 
the architects of the tax reform. But Social Democrats 
complained that the reform was difficult for some peoplc 
to interpret and answer. The TEM®O poll shows, how- 
ever, that «t was SDP and Liberal supporters who were 
most satusfied with the reform. Sixty percent of Social 
Democrats and 58 percent of Liberals thought that it was 
good 


Modcrates have severely critecized the reform because 
it did not produce lower taxes, but 54 percent of the 
party's supporters thought « was good despite that 
Center Party supporters regarded the reform as thor- 
oughly unjust in its financial structure and only 32 
percent of them felt that 1 was good. Fully 34 percent of 
the Center Party respondents, however, were unde- 
cided 


Forty-one percent of Christian Democrats, 32 percent of 
Left Party supporters, and 22 percent of the green 
Ecological Party supporters felt that the reform was 
good. The figures for the last two parties named were 
uncertain because of the low numbers interviewed 


The Winners 


TEMO also asked about how taa reform had affected the 
houschold economy. whether the respondents consid- 
ered themselves to be winners or losers, or whether i 
came out even when the increased costs were paid 


Of all those responding, 37 percent felt that u evened 
out, ¥O percent considered themselves winners, 20 per- 
cent losers, and 13 percent were not sure 


Even here, the men were more positive, 35 percent 
considered themselves to be winners against only 24 
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percent of the women. Among the women, was the 
working women who especially held an opinion. Among 
those who did not work, the number who considered 
themselves losers was greater than the number consid- 
ering themselves winners 


Here, also, the Social Democrats and the Liberals were 
most positive, 37 and 38 percent respectively regarding 
themselves as winners. For Moderates, the figure was 3) 
percent, while Center Party supporters were clearly the 
lowest: 18 percent winners. The Christian Democrats 
and Left Party supporters had 28 percent and Ecological 
Party supporters, 24 percent 


Moonlighting 

One of the main ideas behind the reform was thal 
should pay to work more, the much talked of so-called 
dynamac effect. 1 made little difference, according to the 
TEMO survey. But experience suggests that 1 takes a 
certain tume before people alter their economic behavior 
to suil new circumstances. Many people already have a 
long workday, and the opportunity for moonlighting 1 
not always available 


Those who were full or part-tume gainfully employed 
were asked whether they were thinking more about 
trying to carn extra income through a second job in 1991 
than they did carlier. Three out of 10 workers, 29 
percent, answered “yes, definitely” or “yes, possibly.” 
“No, | do not think so” or “no, absolutely not” received 
68 percent of the answers, 40 percent of which were 
absolutely against it. Only 3 percent did not know 


The number walling to work more has declined some- 
what since TEMO asked the same question in October of 
last year, before the tax reform took effect. At that ume, 
35 percent answered yes to more work and 64 percent, 
no 


Youth 


The desire to work more was approximately evenly 
divided, in this survey, among men and women, ¥) and 
29 percent respectively. But fully 46 percent of women 
said absolutely no to working extra against 35 percent of 
the men 


\n even larger number of “total refusers.” 47 percent 
were found in the age group 45 to 59 years, that 1s, the 
same group who were most positive about the tax reform 
itself, Only 17 percent of this group could conceive of 


working more 


Most willing to work more were young people in the ages 
between 15 and 29 years. Nearly half of them, 45 


percent, would be interested. These were the youth who 
most regarded themsclves as losers on the tax reform or 
who were most uncertain whether it was good 
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* EC Opponents Mainly in Leftist Parties 
YIENO440C Stockholm DAGENS NYHETER 
in Swedish 17 Mar 91 p 10 


[News analysis by Magdalena Ribbing: “EC Opponents 
Becoming More Sindent™] 


[Text] Sweden should definitely not become a member 
of the European Community, EC. Membership would 
not bring any economic advantages but jeopardize 
democracy and employment. That is the view of the EC 
opponents who are now massing—and expressing them- 
selves with increasing harshness. 


The political opposition to Swedish EC membership in 
the Riksdag 1s most evident among the Left Party, the 
Environment Party and Center women. But 1 also cxists 
to some extent in other Riksdag parties. Even deep 
within the Social Democratic Party's executive com- 
mittee protests have been voiced against what 1s per- 
ceived as a far too rapid and inadequately considered 
decision that Sweden should apply for membership in 
EC Social Democratic women are also divided, many of 
them express apprehension that EC membership will 
have negative consequences for women’s position in the 
labor market. In the Liberal Party and among Modcrates 
no critecism 1s heard. 


The opponents portray EC as dangerous. Membership 
would harm Sweden in vital areas. Welfare would be 
undermined, the environment would deteriorate, 
equality would be weakened. The alternative to member- 
ship 1s both a stronger Nordic region and a cooperation 
among European countries outside the EC organization 
Opposition groups say 


Other Models 


The Environment Party has developed this sdeca in what 
iS called “Europe's united regions.” This would be a 
deliberaicly weak organization but resemble a European 
United Nations with each member retaining its sover- 
cignty under international law. The European organiza- 
tions to which Sweden already belongs are better than 
EC. according to the Greens 


The Left Party's alternative calls for cxapanded Nordic 
cooperation. The EFTA countnes, especially Finland, 
Sweden, and Norway, already represent an alternative by 
means of their similar social models, according to the 
Left Party. But good trade relations with EC are desir- 
abic, in the opimon of the Left Party which wants to 
renegotiate the free trade agreement with EC so that 
Sweden can obtain better terms 


There 1s a certain amount of EC opposition in the Center 
Party. Center leader Olof Johansson 1s not as whole- 
heartedly convinced of the merits of membership as 
party leader colleagues Ingvar Carlsson, Carl Bildt, and 
Bengt Westerberg. All have placed themselves and their 
parties behind the decision that Sweden should eventu- 
ally apply for EC membership 


Shocking Realization 


In 1988 the chairman of the EC Commission, the much- 
quoted Jacques Delors, said that the national parlia- 
ments of member nations would “get a shock” when they 
discover that within 10 years 80 percent of all economic, 
social and tax legislation will be stipulated by EC and not 
by their own parliaments. The opponents use this state- 
ment as an argument against EC. They feel national 
independence will be absorbed into a single mammoth 
EC ruled by the power of money. Solidarity would shrink 
to zero 


“It 1s possible to relate to the European Community in 
other ways than by belonging to it.” sand Gudrun Schy- 
man, deputy chairman of the Left Party. “Denmark's 
unemployment has risen from | to 10 percent since i 
yorned EC. Profitability, which is given the place of 
honor in EC, involves rationalization and the climina- 
tron of yobs. | see big changes for the worse on the labor 
market on the future.” 


But the problem that overshadows everything 1s the 
question of democracy. according to Gudrun Schyman 


“We are turning over our might to make decisions, it 1s 
being transferred to a supranational body where we have 
very lit*le chance of exerting an influence. The EC I am 
talking about 1s not the present organization but the one 
that will come into berng when the internal market 1 
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functioning along with the monctary union with a 
common currency, a central bank and a common posi- 
ton On economic policy.” 


Forked Tongues 


There the secure Swedish model with full employment 
and social welfare as its foremost political goals will 
disappear, Gudrun Schyman believes. She 1s convinced 
that the gencral welfare policy will change for the worse. 
with private solutions for the mch but poorer basic 
programs for those without moncy 


In other words it will be back to the old relief program 
mentality, Gudrun Schyman predicts 


“The same parties that now speak out so strongly about 
the self-<determination mghts of small natrons are very 
cager to sell out Sweden's independence without 
knowing what 1s involved.” 


Big Stumbling Block 


Gudrun Schyman calls the EC enthusiasts “empire 
builders,” old-fashioned and out of date, people who do 
not take global aspects, environmental problems and 
human beings into account. Supposedly unpolitical men 
rule, they call themselves civil servants but they have the 
power. She thinks EC will expand and continue to cxist 
for a few decades and then break up and fall apart 


“I am optimistic about the possibility that the Swedish 
people will reyect EC membership in the coming popular 
referendum,” Gudrun Schyman said 


Per Gahrion of the Environment Party feels the govern- 
ment banked heavily on the belief that a European 
Economic Sphere [EES] agreement (which involves 
moving closer to EC except in foreign and domestic 
policy) would give Sweden more influence than 1s now 
the case. That 1s why they switched and decided to seck 
full membership 


“The military pact that EC representatives are working 
for 1s a colossal stumbling block. Another 1s the democ- 
ratization process in the Sovict Union and the Baltic, 
which 1s difficult and protracted. It gives neutrality 
renewed relevance,” Per Gahrion said. He also sees the 
danger that increasing mobility within EC means 
decreased mobility outside it 


Ne Dividend 
Per Gahrion docs not believe in the very pount of EC, the 


economic advantages. People will not expernence it like 
that, he said 


“The dividend of harmonization—where m= to when 
unemployment necessarily rises at the same time” 


Per Gahrion also believes there 1 a big chance that 
Swedes will vote against membership. Per Gahrton 
hopes we will sec a repetition of the 1972 referendum in 
Norway wher the Norwegians rejected E( 
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* Employers Association Breaks With *Model" 


YIENO428G Stockholm DAGENS NYHETER 
in Swedish 10 Mar 91 p 6 


[Article by Malin Holmquist: “The Swedish Employers 
Association Management Breaks With Swedish Model™] 


[Text] The Swedish Employers Association [SAF] 1s on 
the verge of sloughing off the skin of a heavyweight 
negotiating body to become a slender pressure group. 
The Swedish model which employers. workers, and 
goverment are used to working with 1s dissolving. SAF 1s 
moving toward new tumes and the EC, where lobbying 1s 
the most important thing 


When Ulf Laurin took over as chairman of the Swedish 
Employers Association two years ago, the tume of change 
began. The first thing to be climinated was the negotia- 
tuons department. The central contract for the whole LO 
[Federation of Trade Unions] collective was out, wage 
structuring must happen at the piace of business. All 
businesses agreed on this. The Swedish model began to 
sway 


Now the pencils were sharpened at the SAF headquar- 
ters, the important task was to persuade the government 
powers. SAF was able count on one victory after another 
The politicians were impressed by the technical material 
that SAF handed over 


Some weeks ago SAF took the neat step. The leadership 
determined to withdraw from all of the central boards 
and decisionmaking bodies in which they were repre- 
sented 


Since Ulf Laurin took over the post of chairman, he has 
pushed this issue. Interested organizations must not 
make political decisions. The corporative system crases 
the boundaries between the political system and organ:- 
zations. If organizations take over responsibility from 
the politicians, democracy will weaken. This 1s SAF's 
principal rational for withdrawing from, among other 
things. the labor market board. county employment 
committees, and the industrial welfare board 


“SAF will be an out and out lobby organization,” thinks 
Lars-Goran Redbrant, who prepared the statement for 
SAF 


SAF representatives often feel themselves a scourge on 
the government hoard The board functions im accor 
dance with the government's orders—it 1s difficult to 
uphold the interests of business. SAF representatives fcc! 
divided when the board demands more moncy—at the 
same time that SAF 1s urging lower taxcs and a reduce 
public sector 


The decision to withdraw from the boards was not made 
lightly. It was thrashed out inside SAF for more than a 
year. Opimon on the board has been divided. And on the 
county level, «to felt that much of the decision is 
unfortunate 
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Business fears a reduced influence over society's devel- 
opment 


In every county there are a hundred people affected 
They look surpnsed when they are prevailed upon to 
leave their posts. “Have we not done our work well”” 
they ask themselves. 


On one thing, all are in agreement. Business representa- 
tuves are needed on the boards just like workers with 
labor market questions. The rssuc 1s only what role they 
should play in the work. 


“SAF in Stockholm consists of a group of neoliberals 
who are guided by principles. The representatives we 
have on our board are pragmatic and want employment 
mediation to operate efficiently,” said a county employ- 
ment director. 


SAF 1s not withdrawing from all organizations—they 
continuc to function in those with an advisory capacity 
This «s the case for course commiutiees and vocational 
guidance councils. SAF wall also remain on the high 
school curnculum committees. There the employer sits 
in his own right, not as a representative for SAF 


“We are prepared to give the officials support om their 
decisions. We can also imagine setting up an advisory 
body which would work in conjunction with the boards,” 
said Lars-Goran Redbrandt 


From the point of view of the officials, this 1s not so clear 
cul 


Provincial Governor Sigvard Marsjasin in Orebro dis- 
misses such solutions categorically 


“We cannot set up new bodies. According to the ILO 
convention which Sweden signed, county employment 
committees are a forum for the labor market entities.” 


Even if SAF withdraws from the county labor commiut- 
tees, there will be other employers’ organizations still on 
the board. Bul, they represent the public-sector 


employers 


Orebro county 1s one of the counties which 1s currently 
fighting hard against mass unemployment. The county's 
employment director feels that 1 will be unfortunate if 
export industry 1s no longer represented on the board 


The Ministry of Public Administration is looking into 
how the boards SAF withdraws from can be strenghened 
Some proposals suggest taking retired business leaders or 
additional employers from the public sector 


Others believe there are other organizations that would 
be glad to participate and influence labor market policy 
The Industry Association and the Swedish Employers 
Association have had disputes im the past over repre. 
senting businesses 


“| do not beleve that one needs to build up a new 
organization in order to obtain the point of view of 
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business, we need only to approach u from a different 
angie.” sasd Bo Malm of SAF’s office in Goteborg 


The SAF representatives who are part of the ncw 
workers’ funds are even more splu. They regard thew 
work on the boards as csscntsal to cnsuring that the 
MONICS are Nol pul into the wrong investments. Some of 
these board members arc concerned that the moncy in 
the future will be placed with public employers and that 
smaller enterprises will have difficulty making a claam 


Al the same time, they recognize that there 1s a dilemna 
business dislikes the concept of large government funds 
which sit and parcel oul moncy. they would prefer that 
the funds were dissolved 


“It 1s too carly to predict the outcome.” sand Jan Svens- 
son, managing director of the Kvarsverden papermull of 
the Kopparberg county workers’ fund 


“Our commitment docs not terminate before 1992 and 
the lifespan of the funds 1s also lamiuted,” he continucd 


The Labor Market Board's General Director Gote Bern- 
hardsson thinks that i 1s surprising that SAF 1s with- 
drawing from the joint proyect now—just when Europe 1s 
going in the other direction. In Holland and Germany. 
the tripartite system 1s established 


“lt ss unfortunate that SAF weshes to partecipate and 
make decisions and 1s not willing to take the responsi- 
bility for those decisions.” sand Mona Sahlin, the min- 
ister in charge, in a DAGENS NYHETER interview 


* Workers’ Fund Reform as Campaign Issue 


VIE NOFISE Stackholm DAIGENS NVHETER 
in Swedish 16 Mar Yip cl 


[Article by Malin Holmquist: “Election Battle Over New 
Funds’ —first paragraph 1 DAGENS NYHETER intro- 
duction] 


[Text] Gave the AP [Swedish Pension Insurance] funds 
the mght to buy securities’ With thes battle cry, the 
government began its clection campaign. The struggle 
over pensions will be one of the key rsucs for Social 
Democrats mm thes autumn’s campaign 


“If the funds do not gct sensible forms of investment 
workers salary margin will decline by 1.000 oF pensions 
as much as 7.000 kronor,” sand Assistant Finance Min- 
ister Erok Asbrink at Fridag’s press conterence 


Continuing with something resembling a campaign 
speech, he sand 


“Those who wish to oppose the proposal and talk of 
socialization take upon themselves the responsibility for 
these declines 


There will not be a proposal on the AP funds question 
before the clectron. This is the teme when memorandums 
are corculatong om order to be debated The outcome of 
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the election will determine whether the pensions are 
backed by securitues, according to Enk Asbrink. 


Five new AP funds will be developed through merging 
the moncy from current AP funds with the five workers’ 


funds 


The funds will invest their monies so that they get as 
much return as possible without taking too great a risk. 


More Modern 


Earlier, the three big AP funds were forced to put all their 
resources imto interest-bearing paper and could not 
therefore take advantage of the upsurge im the stock 
market during the 1980's 


“We want to trade in the 1950's regulated cconomy for 
modern fund management,” explained Enk Asbrink. 


Investment opportunitics for the AP funds will of course 
be somewhat restricted 


Forty percent of an AP fund's proceeds must be placed in 
bonds or other low-risk securities. AP funds may not 
own more shares in a company than the number of 
shares constituting five percent of the voting interest 
Nor may AP funds place more than 15 percent of their 
resources in foreign shares 


The Finance Department hopes that the new policy will 
increase the funds’ yearly yield by an increase of 1-2 
percentage points, which would correspond to 1,000- 
2,000 kronor per worker per year 


Every AP fund will be managed by a fund board. Enk 
Asbrink hopes that a number of prestigious names from 
the business world can be brought in, all highly compe- 
tent. The funds must also have regional links 


A trade connected with a Swedish industry, after making 
a request to the fund board, can exercise a voting option 
for half of the shares’ voting nghts. In this way, the 
proposal gives the trade the same potential for input as 
the current workers’ funds have 
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There exists today close to 400 billion kronor in the 
funds. At the press conference, Erik Asbrink said he felt 
that not all of these billions should be put into the stock 
market at the same time, but preferably more gradually. 
“Damage” 

Earlier, some people in the business world were in favor 
of the funds buying stocks. But the statements on Friday 
showed the picture one might have expected: Business 
and the nonsocialist parties have put their thumbs down, 
while LO [Confederation of Trade Unions] thinks that 
the proposal will put to use the aspects of the fund 
system which have proven to function well, and that this 
can rescue the pensions in the future. 


SAF [Swedish Employers’ Confederation] believes that 
the proposal hurts Sweden and warns that SAF will 
immediately resign its seats on the AP funds boards if 
the proposal takes effect. 


“It ss unthinkable for SAF to participate in the admin- 
istrateon of the socialization of Swedish industry,” said 
SAF’s spokesman Ulf Laurin. 


“The government's proposal on the AP funds represents 
a new broken promise. Socialization through workers’ 
funds did not ‘increase, except for an increase in the 
systematic enlargement of public ownership,” said Lib- 
eral Party Leader Bengt Westerberg. 


Left Party Secretary Kenneth Kvist portrays the fund 
proposal as a new blow to the nonsocialist forces. To 
alter the ownership of industry 1s the complete abandon- 
meni of the workers’ fund concept. 


“If the proposal goes through, Sweden will be even less 
attractive to investors and future investment. Growth 


will cease and future pensions will be at msk,” com- 
mented Moderate Party Leader Cari Bildt. 


Pensioners’ moncy will not be exposed to big msktaking, 
because potential for loss can not be disregarded,” 
Center Party Leader Olof Johansson told TT [Swedish 


Wire Agency] 
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Prime Minister Opposes Independent Kurdish State 
140905 183491 Ankara ANATOLIA im Turkish 
1655 GMT 9 May 91 


[Teat}) Erzurum (AA}—Pnme Minister Yildirim Akbulut 
has declared that Turkey 1s against the establishment of 
an independent Kurdish state in Irag mm any form. He 
sand: “There 1s nothing we can say as long as the issuc of 
autonomy remains within the framework of their own 
internal affairs, but we are also not in favor of this. There 
are Turks and Turkomans there, and we must consider 
their nghts as well.” 


Akbulut and the dceiegation accompanying him left 
Erzurum airport for the Ataturk University campus. 
where he addressed students and answered questions 


Commenting on the situation of the Iraqis massed on 
Turkey's borders im the aftermath of the Gulf war. 
Akbulut cxplained that Turkey 1s extending every pos- 
sible aid to these people. He recalled that in 1988 Turkey 
admitted 70.000 Iraqrs into its territory, but Western 
countnes criticized Turkey for “not looking after them 
well.” Akbulut continued: We told them, in that case. 
please take them yourselves. Mrs. Mitterrand tours the 
area and makes statements, but so far France has only 
admitted 300 people.” 


The prime munister noted that Turkey did not want to 
admut the Iragqrus who arrived at its borders after the war 
because of past capenence, and 1 announced to the 
world that the permanent solution 1s to guarantee the 
safe return of these people to their homes. Akbulut 
added that thes proposal was accepted and work 1s under 
way to achreve thes end 


Referring to the talks between Saddam Husayn and the 
leaders of Kurdish groups in Irag, Akbulut said 


There 1s talk about the establishment of a Kurdish state 
in iraq, about efforts m this direction, or about 
autonomy. We are against the establishment of a Kur- 
dish state on Irag om any form. As long as the autonomy 
issue remains withen the framework of their internal 
affairs. we have nothing to say. We are not in favor of 
thes. esther. There are. however, Turks and Turkomans 
there We must consider their nghts as well. | would also 
lykke to pornt out that we will continue to pursuc this 


pol 


Right lo Invite Foreign Troops Disputed 


VC 0005123497] Istanbul CL VMHURIVET in Turkish 
6 May Yi pp lig 


iColumn by Ugur Mumcu: “Who Invited Them””] 


(Excerpts) Speakong at a press conference mm Singapore 
Presedent Turgut Oval asked What business did the 
British troops have om Semdinh’ The authorization we 
gave was only related to Iraq 
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His comments are truly confusing. President Ozal was 
asking a question he should have been answering 


Who invited the foreign troops’ The government invited 
them or, in other words, Ozal himself did so. Does the 
government have the mght to authorize the deployment 
of foreign troops in Iraq’ Of course not. Such a thing ss 
impossible 


The government does not and cannot have such a mght. 
and so the remark that “the authorization we gave was 
only related to Iraq™ 1s meaningless. Is the authorization 
im question related to the “nght of passage” from Turkey 
to northern Iraq’ Have the foreign troops abused this 
and begun assuming the government's powers” If thes 1s 
so, then the government should cxpe!l them 


Can it be that the government, acting in accordance with 
the resolution adopted by the Unned Nations, mvited 
the foreign forces for the purpose of extending human- 
tarian aid” If thes 1s so. then what 1s the “status” of the 
foreign troops here for thes purpose’ On what basis were 
they mnvited here’? The US. and Britssh troop deploy- 
ment was not carned out on the basis of the “defense and 
cooperation agreement” nor on the basis of agreements 
with NATO. The only document at hand 1s the “agree- 
ment™ signed between the United States and the Turkish 
Government and the notes cxchanged on the matter 
Turkey. however, has no such “agreement™ with the 
British Government’ 


The authority the Turkish Grand National Assembly 
[TGNA] conferred on the executive branch to “authorize 
the deployment of foreign troops in Turkey” after Irag 
occupied Kuwait has nothing to do with this situation, as 
thes authorization only applied to a hot war situation 


Can the executive branch invite foreign troops to Turkey 
without the necessary authorization from the TGNA’ It 
cannot, and 1 would be committing a mayor offense if 1 
treed to do so 


What are the U.S. and British troops domg in Turkey” 
Well, they are busy unloading and distributing and. Thais 
1s a “public service” whoch can be carned out by military 
and civilian institutions mn Turkey. Such public service is 
based on authority, and authority requires respons- 
bility. Have the US. and British troops been tasked with 
unloading and distributing the aid because Turkey 1s 
unabic to do so” [passage omitted! 


Another question to consider 1s the status of the United 
States mm northern Irag 


Under international law. there 1s only one answer to thes 
question, and that 1s that the United States 1s an occu- 
peer 


This opens the possibility that the United States may try 
to occupy other countries mm the same way by clarmong 
that “human nghts are being violated.” The establrsh- 
ment of such a precedent gives special sgnificance to the 
occupation of rag. Meanwhile. the support Turkey gives 
to the United States. which lacks any constitutional of 
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legal basis for ts actions, strengthens that country’s 
“Status 25 an Occupying power ~ 


Who invated the Brush troops to Semdinli? It 15 unlskely 
the district governor invited them so he could umprove 
his English The government invited them 


No consideration has been given to the provisions of 
imternational law, the Constitution, the state's cred- 
bility, Gspiomatic norms. and the question of sover- 


cignty 
What business did the Brush troops have in Semdinl” 


Turgut Oval 1s the only person alive who should not be 
asking thrs question 


German Defex..c Minister Sees Troops, Meets azam 


Opposed to Kurdish State 


TA0905 161691 Ankara ANATOLIA im English 
1S05 GMT 9 May 9! 


[Text] Ankara (A.A}—German Defense Minister Ger- 
hard Stoltenberg said here on Thursday that Germany 
would definitely not consider the setting up of an inde- 
pendent Kurdish state 


Stoltenberg. who arnved in Ankara from Bahrain. was 
speaking here to journalists about Iraqi refugees cur- 
rently massed at Turkey's southeastern border 


“The goal 1s to have these people live in security.” he 
said 


Asked how a solution could be found for a permanent 
peace mm the region, Stoltenberg sand. “This 1s a complh- 
cated problem. The first stage will be the return home of 
Kurds under the contro! of the Unned Nations. The 
second stage 1 to solicit assurance from the Iraq: Gov- 
ernment that it will keep its promises not to harass those 
refugees returning home ~ 


Stoltenberg 1s planning to pay a visit to 280 German 
troops mm Batman in southeastern Turkey, who are 
assisting mm arrlifting reef supplies to the refugees 
massed along the Turco-lrag: border 


He said relateons between German and Turkish military 
personne! in ihe region were good 


Stoltenberg 1 cxupected to depart Turkey on Friday 
evening after concluding his visit to Batman 
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Yazam on Aid, Security 
741005063091 4nmsara Turkive Radvolari Neva 
in Turkish 2000 GMT 9 May 9! 


[Text] Natonal Defense Minester Mehmet Yazar has sand 
that solving the problems of the Iraq: refugees requires thal 
thew security be ensured mm thew own country 


Yazar hosted a dinncr m honor of German Defense 
Minister Gerhard Stoltenberg. In a statement at dinner 
Yazar saxd thai sccurty m iraq can only be achieved 
through the Unsed Nations. Drawing aticntvon to the 
mportance of NATO to collective security m changing 
world conditions, Yazar sand that such a role m not an 
obstacle to Europe establishing its own security system He 
concluded by saying that Turkey 1 extending and worth 
some $2 million daily to the northern Iraqi refugees 


Stohenberg said that bilateral relations are based on the 
histonc fnendship between the two countnes He addc.! 
that Turkey's balanced policy during the Gulf criss is 
worthy of praise 


Egyptian President To Visit in 34 Week of May 


TAO9OS 161891 Ankara ANATOLIA in Enelish 
IS25 GMT 9 May 9! 


[Text] Ankara (A.A)—Egyptian President Husn: 
Mubarak will pay a working vrsit to Turkey om the thord 
week of May. 1 was reported here on Thursday 


Pressdemt Turgut Ozal included Egypt im a tour of 
Middle East countnes in October and had two bilateral 
meetings with Mubarak 


Turkmen Official Holds Economic Cooperation Talks 


7 40905173091 Ankara TRT Telrimon Network 
im Turkish 1600 GUT 9 May 9 


[Text] Atayevich Charyyev, first deputy charrman of the 
Council of Munisters of the Turkmen Soviet Socialist 
Republic, has begun his contacts mm Ankara 


Finance and Customs Minister Adnan Kahvec: sand that 1 
Ss Very Important to mmplement the sulects included im 
the protocols concluded with Charyyev. adding that a 
follow-up mechanism must be established within thr 
framework 


Charyyev then met with Industry and Commerce Minister 
Sukru Yurur. Yurur noted that cooperation can be con 
ducted with the Turkmen Republic on the ficids of cement 
the automotive mdustry. textiles, o 
thon of agricultural equipment. food production. leather 
and marble. Charyyev. mm turn. cupressed great pleasure 
over Turkey's economic and other development 
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